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PROPOSED DISPOSITION OF LUSTRON PLANT 


TUESDAY, FEBRUARY 13, 1951 


Unrrep Srares Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuscomMirree oN Housine anv Rents, 
Lustron Plant, Columbus, Ohio. 

The subcommittee met at 11 a. m., pursuant to call, Senator John J. 
Sparkman (chairman of the subcommittee) presiding. 

Present : Senators Sparkman, Capehart, and Frear. 

Also present: Pat Sutton, Member of Congress from the State of 
Tennessee ; Joseph McMurray, staff direetor of the committee ; Robert 
Minor, administrative assistant to Senator Bricker; Raymond Bowles, 
staff member of the committee; and B. T. Fitzpatrick, Deputy Admin- 
istrator and General Counsel, Housing and Home Finance Agency. 

Senator SparKkMAN. The subcommittee will employ the morning 
session by making a survey of the Lustron plant. 

We have with us on our tour of inspection Mr. C. G. Strandlund, 
and Mr. Antonio Montagno of the Lustron Corp.; also Admiral Paul 
E. Piehl and Capt. Max Reynolds of the United States Navy; and 
Mr. Dyas, the representative of the RFC on the premises. 

Mr. McMurray. Mr. Montagno, suppose you tell us where we are 
now. 

Mr. Montacno. We are standing in the center of building 3-A, the 
main building. There are approximately 680,000 square feet of manu- 
facturing space here. 

Building 3-B has approximately 240,000 square feet. 

Mr. McMvrray. Could you tell us what that machine is? 

Mr. Montacno. This is a 250-ton press. The foundation on this 
press is roughly about 7 feet in depth. In order to remove the press it 
would have to be lifted up, tipped over and skidded. 

Mr. McMurray. What is the depth of the foundation of your big 

press ? 

; Mr. Monraeno. I think this depth is about 17 feet. We have one 
at the other end of the building that is 26 feet in depth. That is a 
drill press. 

Mr. McMurray. Would those foundations have to be filled to put 
the floor back into shape ? 

Mr. Monraeno. Yes. They would have to be filled over or bridged 
over. 

Senator SrarKMAN. I thought you said you just unbolt this. 

Mr. Monracno. You have to take the press out. The press is down 
a couple of feet below the foundation itself. Some of them may go 
down below the foundation 10 feet. It varies. 

Senator SpaRKMAN. What is the viggest press you have? 

Mr. Montaono. An 18-ton press. 
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Senator SrarkMAN. What is the depth of the foundation on that 
one ¢ 

Mr. Monraeno. That foundation is between 26 and 28 feet in depth. 

Senator SparKMAN. Does the press itself go down that far? 

Mr. Montaeno. That particular press may run down around 10 feet. 

Senator SparKMaNn. I assume the foundation is concrete. 

Mr. Monraeno. Yes. 

Senator Sparkman. If you take the press out of the foundation 
the fill-in would be from the top of the foundation to the floor level, 
would it not? 

Mr. Monracno. From the bottom of the foundation to the top of the 
floor. It would be from the concrete floor, up. 

Senator Sparkman. How far down does this press go below the 
floor level here? 

Mr. Montacno. This has cushions under it. It might go 3 feet below. 
It all varies with the different presses. 

Senator Sparkman. About how much dirt was taken out for 
foundations, over all? 

Mr. Montaeno. When we put the plant into operation we removed 
55,000 yards of fill and we put back 10 or 12,000 yards of concrete. 
To put it back as it was before, 40,000 yards of fill would have to be 
brought back. 

Admiral Prent. Whoever would make the new lay-out would have 
to decide what to do about the holes. 

Senator Sparkman. It would depend on what was going in there. 

Senator Carrnart. If you were not going to have any weight over 
it, you could bridge it; otherwise you could fill it. 

Mr. Dyas. This particular press was used for making 4-by-4 ceiling 
patterns. It could be used for steel fabrications of any type, so long 
as you do not get too deep a draw, because there are only 4-inch presses 
in the plant. 

Senator Carenart. What would you estimate would be the net value 
of this after it was removed ? 

Mr. Dyas. It should have a good salvage value, so you could secure 
80 or 90 percent of the cost of the present equipment itself. 

Senator Sparkman. If it would be bid off and it would pay 80 
percent of its cost. 

Admiral Prent. The aircraft industry could use practically every 

ress that is here. We do a tremendous amount of work with these 
vig dies, and we press large stampings out of sheet-aluminum alloy. 
I do not believe there is a press in here that could not be used by the 
aircraft industry. 

Mr. Monracno. We are now in the maintenance tool room. 

Mr. McMurray. What is the estimated value of the machine tools; 
do you know? 

Mr. Monraeno. Between $75,000 and $100,000. Asa matter of fact, 
$86,000 is the correct figure. 

All of the fabricated tools would be usable only as scrap. 

Mr. McMorray. What is this? 

Mr. Monracno. This is a vitreous enameling furnace that could only 
be used for the firing of vitreous enameled steel. The average depth 
of the foundation for this furnace is about 5 feet; the width is around 
14; the length is 182 feet. 

Mr. McMurray. What is the temperature of that furnace? 
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Mr. Montacno. These furnaces were designed for a temperature 
of 1,600°. We operated them at 1,350° for enameling. 

Mr. McMorray. Could this be disassembled and used in another 
plant? 

Mr. Monracno. No. 

Mr. McMorray. It would have scrap value only ? 

Mr. Montaeno. Yes. 

Mr. McMorray. What does this cost, roughly, if you know? 

Mr. Montaeno. The f. 0. b. cost was $110,000. 

Mr. McMurray. How many of those do you have? 

Mr. Monraeno. Eleven, all told, but they are different sizes. There 
are two electric furnaces and nine gas-feed jobs. The nine are about 
the same length, maybe one came smaller. The furnace equipment 
runs to over $1,600,000. 

Mr. McMorray. That is a million and a half that would be just 
scrapped ? 

Mr. Montaeno. Just scrapped. 

Mr. McMorray. Is there anything unusual about these, or are there 
other furnaces like these? 

Mr. Monraeno. Oh, there are quite a number like these. If you 
started dismantling them, too much of the material would be destroyed 
and could not be reused. 

Representative Surron. Would this be usable by the Navy? I 
understand there is $6 million worth of ceramics machinery here. 

Admiral Prent. That is, I believe, the total cost. 

Mr. Srranptunp. That is the ceramics machinery alone. 

Captain Reynotps. Ovens, and all. 

Admiral Prent. We are experimenting now with ceramic-coated 
turbine blades, and it is conceivable that some of it could be used in 
connection with that. 

Representative Surron. Here? 

Admiral Prrnt. No; they would not be likely to produce turbine 
blades here. 

Mr. Stranptunp. One machine could produce more blades than you 
would ever use. 

Admiral Preunv. There is a good deal more plastic than we would 
require for that purpose, but I just wanted to answer that question, 
that there might be a conceivable use for it. 

Mr. Montaeno. For the record’s sake, I do not believe any of this 
equipment could possibly be moved at a feasible cost; so, 1t would 
not be advisable to buy the furnaces or pickling machines. 

Senator SparkMAN. Do you mean, to remove this would destroy its 
value? 

Mr. Montacno. Positively. It would have salvage value, but that 
particular machine was designed for certain purposes, so that the 
efficient manufacturing of his blade would not justify removing this 
machine. It would not do a good job. 

Here you have stainless-steel pickling baskets. They are made 
with a special alloy. 

Here are two electric furnaces. They are both similar. They havea 
connected load of 3,500 kilowatts. I do not know if there is any 
question you gentlemen want to ask about them. 

Senator Carenart. Is this an electric furnace? 
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Mr. Montaeno. Yes. This is an electric furnace that we use for 
firing vitreous enamel. There are two of them in the plant. 

Mr. McMurray. Can this be easily dissemble? 

Mr. Monraeno. It could be disassembled, but not very easily. You 
can salvage your instruments and your controls. 

Mr. McMurray. Do you have any comment, Mr. Strandlund? 

Mr. Stranvtunp. This is for large section enamel, but in sections 
of this size we could not do it, so we had the low temperature enamel. 
It is very special. 

Mr. McMorray. What is the next machine? 

Mr. Montaeno. This is similar to the other pickling machine at 
the other end. 

Senator Sparkman. Mr. Strandlund, before you go away—and I 
want the Navy in on this, too—here is a question that is bothering 
me, and it seems to me that we might pitch it in right now. I was 
planning to ask it this afternoon or sometime when we sat down, but 
we might just as well dispose of it now. It seems to me that all of 
this machinery is usable in connection with housing, for one purpose 
only; that is, for metal housing. In other words, it would not be 
usable for wood housing or any other kind of housing except metals. 

Mr. Stranpiunp. That is right. 

Senator Sparkman. I suppose metals would be limited to steel and 
aluminum ? 

Mr. StranvLunD. Just steel. 

Senator SparkMAN. In other words, we can narrow it down to the 
use and manufacture of steel housing. The problem that worries me 
is this: Are we going to have steel available for housing, or are we 
going to be required to leave off steel housing and use wood? What 
is your thought on that? 

Mr. Srranpiunp. I think I can give you the answer there, from 
some of the people in the Defense Production Administration itself. 
We talked to Mr. Creedon, and he brought up the question of the steel 
shortage as well as the critical situation, which, of course, to the aver- 
age individual seems critical because there has never been enough for 
the domestic economy in normal times. Talk to General Harrison 
and he says, “I'll ease your mind on the steel question. Lumber will 
probably be in shorter supply than steel.” He took an opposite point 
of view, you see—two people in the same place. 

The amount of steel used in the full production of this plant for a 
year is about the equivalent of the amount that goes into the making 
of beer cans, without the tin. There is a curtailment order out on 
cans because of the use of tin. The big thing that we now stress for 
defense is the fact that in the outposts, because of the low number 
of man-hours available for erection of housing, like Alaska, Guam, 
Panama, all these places where really that is a No. 1 critical factor, 
the saving of man-hours which is also going to be a problem, which is 
also one of the most acute problems, plus the terrific cost—this is an 
extremely sensible item. 

I think, as a matter of fact, we have some authentic figures that 
demonstrate that houses about the size of our house are costing as 
much as $40,000 apiece. Now, because of the short number of hours 
required at the site, plus no more inconvenience in shipping on the 
number of houses we need, we will get more than our money back. 
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I am speaking now only of the difference in cost, plus allowing us to 
fill our responsibility which we got into in the first place. 

Senator CareHart. How many tons of steel go into each house? 

Mr. Stranptunp. From the smallest to the largest, I would say it 
would average close to 10 tons, taking a greater number of the smaller 
houses. 


Senator Carenart. You have a five-room and six-room house; do 
you not? 


Mr. Srranptunp. Yes; we have three styles of the small and two 
styles of the large. 

Senator Carenarr. And the average is 10 tons of steel ? 

Mr. Srranpiunp. Yes. 

Representative Surron. I was with Mr. Strandlund when he was 
talking to General Harrison, and General Harrison stated that he 
thought it was more important to have beer cans for the morale of the 
people than it was to have houses. 

Senator SpARKMAN. Let us see if I get you straight. Did you say 
10 tons is the average consumption of steel per house? 

Mr. Srranpiunp. That is right. 

Senator SpakkMaNn. How many houses would you build in a year? 

Mr. StranvDiuNp. 20,000 would be the number. 

Senator SparKMAN. That would take 200,000 tons? 

Mr. SrranpLunp. Yes. 300,000 tons are used for beer cans now. 
The amount of steel used in our total production, especially con- 
sidering the need for the housing at the outposts, I think, probably 
makes ours the most desirable. 

Senator SparkMAN. Do I understand you to say that you were told 
in General Harrison’s outfit—that is, the Defense Production Ad- 
ministration—that steel would be available for housing, or was it 
just the opposite ? 

Mr. Strranptunp. Mr. Creedon, who is under General Harrison, 
brought up the question of the critical situation in steel, but General 
Horrison himself said that steel would probably be more available 
than lumber as this program progresses. 

And here is another thing, Senator: You take your barracks and 
Quonset huts and all that today. All bids for building barracks are 
on the basis of steel, so there is no particular ban, except it seems as 
though, when the question of Lustron arises, that comes up. If the 
need for housing in defense is there—I doubt if anyone disputes that 
need—then the material is no more critical if it goes to Lustron to 
fill the need than if it goes to someone else. 

Senator CarpeHart. Have you had any houses in real cold climates? 

Mr. Srranpiunp. Yes; two in Alaska, and probably 30 or 40 in 
the Dakotas. 

Senator CareHart. Where in Alaska are they located ? 

Mr. SrRanpbLunp. One at Fairbanks and one at Anchorage. 

Senator SrarKMAN. Is it just a single steel-panel board? 

Mr. Strranpiunpd. Double, with an air space for insulation, for 
warmth and coolness. Steel is an air barirer as well as a vapor barrier, 
with spun-glass insulation, which has the highest thermal factor that 
you can get. 

Mr. McMorray. The RFC has been looking at this plant in terms 
of alternative and possible uses for the construction of houses other 

80919—51——2 
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than the Lustron type. Have you looked into the question of the 
use of steel, Mr. Dyas, and the extent to which it could be reduced 
in the fabrication of a house? 

Mr. Dyas. Yes. We have been advised that you could make a maxi- 
mum utilization of this plant and reduce the steel content by half, if 
enough steel were not available, by utilizing materials such as ply- 
wood, Celotex, and other such things. 

Senator Capenart. But you would have to put in new equipment? 

Mr. Dyas. Yes; you would have to put in new equipment. 

Mr. Srranpiunp. You can finish the inside of a house with plastic 
board, or any other type of material, if you so desire. 

Senator Carenart. You could not substitute the outside, but you do 
think you could substitute the inside by using plywood and plastic? 

Mr. Srranpitunp. That is right. That could be purchased in the 
right cut sizes; so that would just increase our production here, if 
anything. 

Senator SparKMAN. Suppose we move on. I merely wanted to pitch 
that question in now so that we could be thinking about it. We will 
go into it more fully this afternoon. 

Mr. Montacno. This is the laboratory that we are in now. It is 
equipped with all standard equipment. Any kind of chemical test 
can be made in this laboratory. 

We have moved over to the east end of Building 3-A. 

Mr. SrraNDLuND. This press that you see here is built 30 feet down 
in the ground, as well as 30 feet in the air. It stamps out a bathtub in 
one complete draw, the only press of its kind in the country. This 
is a specifically built press for the purpose, with reciprocal action. 
This makes the one draw possible. It turns out 75 bathtubs in an hour. 
That means, in a 24-hour day, 1,800 bathtubs. 

Mr. Montaeno. This sanitary line does its own pickling. This is 
used primarily for pickling bathtubs, sinks, and lavatories. 

This is the experimental department. 

We are now in Building 3-B. Here we assemble walls and roof 
trusses. This is a special welding machine that was designed pri- 
marily to weld roof trusses used on the house. This will weld 168 
spots in two seconds. Instead of what we started with, this will do 
about three times the production with a quarter of the labor. It is 
the only one in the country and the only one of its size. 

Mr. McMurray. Does this have other uses? 

Mr. Monracno. None whatsoever, except the transformers that 
could be sold for salvage. 

Mr. McMurray. What would you estimate would be the cost of 
this machine ? 

Mr. Srranpiunp. About $110,000. 

Captain Reynotps. It is the same type of equipment that is used in 
other steel fabrications, such as automobiles. The frame of the thing 
is the specialized part. The units themselves can be put on any frame. 

Mr. Monraeno. Not the heads or the guns. 

Senator CaprHuart. It is special because it makes certain bends and 
curves. 

Mr. Monracno. The transformers are for certain equipment. 
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Senator Capenart. If you are going to build something with dif- 
ferent shapes, it would look a little different, but the principle is the 
same, 

Mr. McMorray. What is the foundation on this? 

Mr. Montaeno. There is a 10-foot foundation down there. 

These are yoder mills, used for rolling truss members. 

Captain Reynotps. It only changes the rolls. It is all standard 
equipment. 

Mr. Montaeno. We have here a barracks building that we erected 
from standard panels. 

Mr. SrranpLunp. We have compared the cost of these barracks 
with Quonset huts. Quonset huts made at the plant, less windows, 
doors, and any material which is erected at the site by the servicemen, 
sells at their door for $1.25 a square foot. That has probably been 
increased since we got the price. Our price is $1.40 a square foot for 
a more permanent type of structure, with a lot more ease of erection 
at the site, so that the difference in cost, erected, is less for our type 
of barracks than for Quonset huts. 

Mr. McMorray. How about the cost of dissembling ? 

Mr. Stranptunp. The cost of dissembling is far greater, in favor 
of Lustron barracks, for the reason that there is a minimum of at- 
tachments and they are readily demountable. 

Mr. McMurray. What is the length of that particular barrack 
type of building? 

{r. StRANDLUND. You can make it as long as you want to. 

Mr. McMorray. Do you happen to know what that is? 

Mr. Srranpiunp. I do not know, offhand, but probably 100 feet, 
maybe a little more than that. 

Senator SparKMAN. We will now adjourn for luncheon at the North 
American Aviation plant, and reconvene in the assembly ball of the 
Lustron plant at 1:30. 

(Whereupon, at 12: 25 p. m., a recess was taken until 1: 30 p. m.) 


AFTERNOON SESSION 


(Whereupon, at 1:30 p. m., the hearing reconvened in the assembly 
hall of the Lustron plant.) 

Senator SparKMAN. Let the committee come to order. 

Ladies and gentlemen, we are here today representing a subcom- 
mittee of the Senate Banking and Currency Committee, the subcom- 
mittee charged with the responsibility of handling housing legislation. 

We are all very much interested in housing. We are confronted with 
the problems of getting housing during this mobilization period, and 
we wanted to come out and, under instructions of the full committee, 
we have come out in order to check this situation at Lustron, so far 
as we can. We realize—and we so said in making our statements to 
the agencies concerned with solving this problem—that there may be 
overriding reasons why this plant should be converted from housing 
to some other activity in the national-defense program. 

However, there was a very strong feeling on the part of all of us 
that it ought not to be converted unless the reasons for converting it 
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were strong and overriding, and our purpose here today was to look 
through the plant, meet and talk with many of you people, and hear 
from a few of you in some hearings. 

I regret to say that we shall have to go very fast in these hearings 
because we have only a limited time. We planned to be here until 4 
o'clock, but it appears now that due to weather conditions we may 
have to leave earlier than that. So we shall move as fast as we pos- 
sibly can. 

To my right is Senator Capehart of Indiana. To his right is Sena- 
tor Frear of Delaware. On the extreme right is Congressman Sutton 
of Tennessee. 

Sitting next to me on the left is the staff director of the Senate 
Banking and Currency Committee, Joe McMurray. On his left is one 
of your own citizens, Robert Minor, Administrative Assistant to Sena- 
tor Bricker, a member of our committee. On his left is Raimond 
Bowles, one of the experts on the staff of the Banking and Currency 
Committee. 

There is with us also, Mr. B. T. Fitzpatrick, Deputy Administrator 
and General Counsel, Housing and Home Finance Agency. 

We are all glad to be with you, and we want you to know our great 
interest in this matter, as I am sure all of you are interested in it. 

We are going to ask Mr. Richard Dyas, representing the RFC, to be 
our first witness. 

I would like to ask you just a few preliminary questions. 

Will you briefly outline to us the prevailing situation with respect 
to the soak and its facilities? 


STATEMENT OF RICHARD C. DYAS, CHIEF, HOUSING BRANCH, 
RECONSTRUCTION FINANCE CORPORATION 


Mr. Dyas. I will refer any technical questions to Mr. Montagno, 
the engineer at the plant, but I will give you any factual material 
that I can. 

The RFC owns this plant property, the real estate and the build- 
ings. They were built in about 1942, as I remember, as a part of this 
over-all plant assembly, including the plant next door, and it was 
built for the manufacture and assembly of airplanes. 

The cost of this plant, the land and the physical plant, was around 
$7,700,000. There has been a rumor to the effect that it can be dupli- 
cated only for 25 or 30 million dollars, but that is an exaggeration. 

The land on which the building is situated consists of around 107 
acres. The buildings occupy about 20 acres of that. The real estate 
is surplus property of the Government, and the RFC owns title. The 
administration of it is subject to the jurisdiction of the General Serv- 
ices Administration. 

The machinery and equipment were purchased by the Lustron 
Corp. with the proceeds of a loan from the RFC. The cost of this 
equipment, installed, was around $15,000,000. I think the cost itself 
was around $10,000,000; the installation around $5,000,000. The 
balance of the loan was for working capital and the Government’s in- 
vestment in the machinery and the equipment is around $36,000,000 
at this time. 

Senator Sparkman. I have been handed some figures regarding 
that. They will be inserted in the record at this point. 
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(The figures referred to follow :) 


Lustron Corp. capital asset expenditures. June 6, 1950 























Cost ; Installation | Total 
—_——— — — —_ a ae a 
! | 

Press and fabrication equipment.____.._..........-- 7 $3, 431, 714. 26 $649, 616.74 | $4,081, 331.01 
ee ote) iii dst daneeencbbabanis | 792, 464. 79 160, 469. 55 | 9 52, 934. 34 
ne oenal 480, 300. 54 |. : : 80, 300. £ 
Conveyor and handling equipment____.___-__...-.--__-| 475, 788.61 |... a | , 788. 
OEE ENS OLE ELLE A 4, 134, 487.34 | 373, 038. 96 | 4, 507, 526. 30 
Special tools and dies____..___. ie eS ee ee | 2,123, 670. 26 | | 2, 123, 670. 26 
EU Sok od a5. bclwcibdald edadde 37, 498. 19 | | 37, 498. 19 
I ne ene 75, 858.04 |...- aaa 75, 853. 04 
Miscellaneous and automotive equipment. -_-__.......... 137, 944. 20 |.._.-- ee 137, 944. 20 
Sean equipment, partitions, and venetian b linds.....-- 215, 844. 49 215, 844. 49 

Cafeteria equipment. _. ‘ Sansa tiene fet 15, 031. 43 15, 031. 43 
RII s SS. S35 h.i os ob b dk bb ee <dedide wade 56, 756. 41 | : mel 56, 756. 41 

Subtotal 


bees ads obbbdawewwsrabcddosssidensddcmodds } 11,977, 353.56 | 1, 183, 125. 25 13, 160, 478. 81 
| 





Note.—It is to be noted that installation costs are not indicated in each classification on account of a 
certain portion of the machinery and equipment was purchased on an installed cost basis. However, it is 
estimated that the total cost of installation of all the machinery and equipme nt would amount to approx 
mately $244 million. Freight charges are included in the column marked ‘‘Cost.”’ 


Land improvements, utilities, and building installations inventoried but not listed 
in inventory schedule 


Cee er See eee a a a ek Bie ces $138, 241. 02 
Gas line and meter building bettie 28, 541. 47 
I a 5s nisicaaneenenepinniaianesoaiiels 10, 346. 47 
Power and internal distribution ba 836, 552. 84 
Sprinkler system acide tbaserincian ad ade 40, 238. 37 


NE La ia da ieah at ick dade sas alas ieee de wi Seen ah Steerer 1, 942. 25 
I NS a veal sedi 81, 085. 54 
I, I a cee eee a eta al. Le cin wilin ts guiin Sceitiglienns Grab e 38, 208. 01 
TS Se pat aR aan ee ne SS 75, 227 


15, 227. 82 
a a sec geaiae ie mabe dace ee eee 3, 004. 6S 
1, 203, 338. 47 


SS ae a oka 13, 160, 478. 81 


a ee as .---. 14,368, S17. 28 

Trade-mark: Lustron; Registration No. 353,109. 
Patent and patent applications: 

Architectural panel construction, patent No. 2,416,240. 

Design for bath tub, patent No. D—156,564. 

Building stud, application No. 24,307. 

Design for a trellis, ete., application No. D-148,266. 

Design for a roof structure, etc., application No. D—148,516. 

Roof structure, application No. 45,301. 

Heating system for building, application No. 54,992 (D-48010). 

Original design for trailer, application No. D-4,064 (D-49005). 
Licenses: Agreement rr Macomber, Inc., dated July 25, 1949, patent Nos. 

2,184,113, 2,457,056, 2,457,250 


Stock: 250 shares (common) Progressive Homes, Inc., certificate No. 1 (book 


value) $500. 


Mr. Dyas. The equipment was bought in by the RFC at foreclosure 
sale last June for the price of $6,000,000, which represents a credit on 
the ae Shortly thereafter, or at about the same time, however, 
the Lustron Corp. went into bankruptcy in another court, an injune- 
tion was issued, and we have been unable to remove or otherwise 


dispose of the property without violation of the injunction, and the 
injunction still stands. 


That is the basic situation. 
The RFC for a number of months has been engaged in exploring 
what could be done to salvage this investment. We have not been in 
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position to negotiate with anyone because of the injunction. We have, 
however, energetically pursued every lead we could find as to what 
we might do when, as and if the injunction were dissolved and the 
RFC actually had the property. 

On the basis of this exploration, in our minds there is no question 
about it, that if we had the property free and clear for disposal, it 
could be leased to private enterprise for operation for housing on their 
own capital, without any further investment by the Government, on 
a basis which would provide to the Government at least half the profits, 
by way of rental, together with a guarantee of overhead, which would 
be a means, in successful operation, of recovering the Government’s 
investment. 

I would not want to speculate on just what the return would be on 
such an arrangement, but I think you could estimate a rental to the 
Government of at least $125 a house. When you are talking about 
20,000 or 25,000 houses a year, that amounts to real money which 
could be recovered for the Government. 

Of course, there are other alternatives. The existing company 
might be reorganized on a similar plan, or, if the RFC had the 
property, instead of leasing it, they might sell it. I have no doubt 
that we could sell the property in place for operation for the pur- 
poses for which it is intended for $10,000,000, or perhaps more, to 
name a figure. 

The injunction, while it is an injunction against our doing any- 
thing with the property, I am quite sure could be settled through a 
reconciliation of conflicting interests if the property were to be used 
for housing, because most of the claims against the bankrupt estate 
are based upon breach of contract, which breach occurred because 
of the cessation of business, and, of course, upon the resumption of 
business I am quite sure any such claims could be reconciled on a 
continuation of operations. 

Early in January, on January 5—in the meantime the defense 
production program was passed—we felt that it was incumbent upon 
us to refer the matter to the Office of Defense Mobilization as to 
what use should be made of the plant, because of the over-all defense 
program of the Government, which has various parts. It has the 
defense housing program, the airplane program, tanks, and so forth, 
and we felt we were in no position to be the umpire among several 
such programs. 

The matter was referred by the Office of Defense Mobilization to 
the Defense Production Administration. The Defense Production 
Administration, on January 30 or 31, ruled that in its opinion the 
defense effort would be better served if the plant were stripped of its 
machinery and the buildings turned over to the Navy for operation in 
connection with the adjoining property. 

That is the basic situation. 

Senator SparKMAN. Several letters regarding the transfer will be 
inserted in the record at this point. 
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(The letters referred to follow :) 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 


January 31, 1951. 
Hon. W. ELMER HARBER, 


Chairman, Reconstruction Finance Corporation, 
Washington, D. C. 

DEAR MR. CHAIRMAN: We have carefully reviewed the matter of utilization of 
the former Lustron plant at Columbus, Ohio, and it is clear that the interests 
of the defense program will be best served by transfer of the plant to the Depart- 
ment of the Navy for use in the production of aircraft. There is immediate 
and urgent need for these facilities in the manufacture of aircraft. Will you, 
therefore, please proceed to work out the necessary arrangements at the earliest 
possible date. 

Sincerely yours, 


W. H. HArrison, Administrator. 


RECONSTRUCTION FINANCE CORPORATION, 
February 5, 1951. 
Gen. W. H. HARRISON, 
Administrator, Defense Production Administration, 
Washington, D. C. 

Drak GENERAL HARRISON: This will acknowledge your letter of January 31, 
1951, received at my office on the 2d instant, wherein you state that after careful 
review of the matter of utilization of the former Lustron plant at Columbus, 
Ohio, it has been determined that the plant should be transferred to the Depart- 
ment of the Navy. You ask that we proceed to work out the necessary arrange- 
ments to this end. 

Prior to the receipt of your letter our attorneys, counsel for the Bureau of 
Aeronautics of the Navy and lawyers from the Department of Justice, had been 
studying the situation to find the best means of transferring the plant to the 
Navy. Tomorrow morning your counsel, Mr. Kendall, will meet with representa- 
tives of the above-mentioned agencies and this Corporation further to clari- 
fy the matter. 

Sincerely yours, 


W. E. HaArRBer, Chairman. 





ASSISTANT SECRETARY OF THE NAVY FOR AIR, 


Washington, 2, February 1951. 
Hon. W. E. HARBER, 


Chairman of the Board, Reconstruction Finance Corporation, 


Washington 25, D. C. 

DeaR Mr. Harper: In a letter to Mr. Willett, dated January 8, 1951, the Chair- 
man of the Munitions Board advised Reconstruction Finance Corporation of 
the urgent requirement for the plant formerly occupied by the Lustron Corp., 
Columbus, Ohio, for aircraft production, and requested the transfer of this 
facility to the Department of the Navy at the earliest possible date. 

The Secretary of the Navy, pursuant to the provisions of section 3(a) of the 
act of August 5, 1947 (Public Law 364, 80th Cong.) has previously made a 
certification that the retention of the plant by the Department of the Navy was 
necessary for the maintenance of an adequate Naval Establishment, including 
industrial reserve, Actual transfer of the plant to the Department of the Navy, 
however, was not effected at the time of the certification, because of the decision 
to lease the property to the Lustron Corp. for the manufacture of prefabricated 
houses. I understand that the lease to Lustron Corp. has been terminated, and 
I am, therefore, requesting that the property now be transferred to the Depart- 
ment of the Navy pursuant to the afore-mentioned certification, which certifica- 
tion has never been withdrawn or modified, and is still in full force and effect. 

Due to the urgent requirement for the military aircraft which will be produced 
in this plant, I hope that this transfer can be made without any delay. 

Sincerely yours, 


JOHN F. FLoBere. 
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RECONSTRUCTION FINANCE CORPORATION, 
February 5, 1951. 
Hon. Joun F. FLOpERG, 
The Assistant Secretary of the Navy for Air, 
Washington, D.C. 


Dear Mr. Froperc: This will acknowledge your letter of February 2, 1951, 
wherein you state that in a letter to Mr. Willett dated January 8, 1951, the 
Chairmati of the Munitions Board advised this Corporation of the urgent require- 
ment for the plant formerly occupied by the Lustron Corp. at Columbus, Obio, 
for aircraft production, and requested the transfer of this facility to the Depart- 
ment of the Navy at the earliest possible date. 

You are advised that looking forward to a possible transfer of this plant to 
the Department of the Navy, our attorneys have been iu conference with counsel 
tor the Bureau of Aeronautics of the Navy and with the Department of Justice 
to survey the situation, and to determine ways and means that would make 
possible such transfer in view of the litigation involving Lustron, which is now 
in progress. 

We presume you are aware of the fact that after this Corporation foreclosed 
its mortgages covering the machinery and equipment located in the plant, and 
after sale thereof and Reconstruction Finance Corporation had purchased the 
same from the United States marshal, three creditors of Lustron filed involuntary 
bankruptcy proceedings at Chicago, Ill., and without notice obtained a temporary 
restraining order enjoining RFC from taking any further action in the premises. 
That injunction is still in full force and effect. We attempted to obtain a dissb- 
lution of the restraining order and requested that the bankruptcy proceedings 
be transferred to Columbus, Ohio, where all of the assets of Lustron Corp. are 
located. The court denied our petition, whereupon we appealed to the United 
States Court of Appeals for the Seventh Circuit. That court on October 23, 1950, 
sustained the bankruptcy court in refusing to transfer the bankruptcy proceed- 
ings to Columbus, and to the effect that the lower court had the right to tempo- 
rarily restrain our disposition of the facilities until such time as the trustees in 
bankruptcy might have an opportunity to investigate our liens. The Solicitor 
General of the United States, at our request, has petitioned the Supreme Court 
of the United States for a petition for certiorari alleging that such decision is 
erroneous. Answer on behalf of Lustron will be due by February 25 next. 
Title to the real estate stands in RFC but Lustron held a 5-year lease on the 
building. We have canceled the lease but Lustron challenges the validity of such 
termination. The machinery and equipment constitute an integral part of the 
building, and for that reason the building, although technically not a subject of 
the injunction, in fact is made so because of the nature of the machinery and 
equipment, and because it is tied in with the lease. 
We are of the opinion that it will require the joint action and efforts of the 
Department of the Navy, General Services Administration, the Department of 
Justice, and this Corporation to effectuate the transfer. It may well be that the 
quickest and best manner to obtain the facilities would be for the Department 
of the Navy to requisition the building and the machinery and equipment under 
the defense power granted to the President. All of these procedures are being 
actively studied by the interested parties, and you may be assured that we shal! 
do everything possible to effectuate the transfer in conformity with General 
Harrison’s request. 
Sincerely yours, 

W. E. Harper, Chairman. 


RECONSTRUCTION FINANCE CORPORATION, 
Washington, February 7, 1951. 
Hon. JosepH McMurray, 
Staff Director, Banking and Currency Committee, 

United States Senate, Senate Office Building, Washington, D. C. 
Dear Mr. McMurray: I have been informed that you, in the course of a tele- 
phone conversation on the morning of Tuesday, February 6, with Mr. Richard 
Dyas, requested that this Corporation withhold transfer of the Lustron plant 
to, the Department of the Navy until such time as the Banking and Currency 
Committee has completed its inquiry into the best use of the Lustron facilities. 
It. is my understanding that a preliminary hearing will be held at the plant 
in Columbus, Ohio, by certain members of the committee on Tuesday, February 
13, and that thereafter further hearings may be held in Washington. 
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As you know, the Lustron plant has been and is now involved in litigation, 
and the RFC has been enjoined from transferring the property which it acquired 
at the foreclosure sale. Because of this difficulty, the Department of the Navy 
has requested the Department of Justice to take appropriate steps to acquire 
as promptly as possible the plant for Navy purposes. Consequent upon that 
request, counsel for General Harrison, the Department of the Navy, the Depart- 
ment of Justice, RFC, and General Services Administration conferred yesterday 
to work out procedures to effectuate the transfer. In this connection it was 
agreed by those present that a meeting should be held in Chicago with the 
trustees in bankruptcy, their counsel, and other interested parties, to see if an 
agreement might be reached which would eliminate certain questions that would 
otherwise have to be litigated. Because of the injunctive order against this 
Corporation, it may be necessary for the Department of the Navy to requisition 
the plant under the war powers given to the President, and if so it is necessary 
for the Navy to exhaust its administrative remedies before resorting to the 
extraordinary remedy of requisition. This preliminary conference would fulfill 
that requirement. Also, if it is finally determined that the facilities shall be 
transferred to the Navy, considerable time will have been saved. 

I thought it would be well to inform you of these preliminary negotiations in 
order that you may know this Corporation is not proceeding in a manner con- 
trary to the request made by you. No actual transfer of the facilities will be 
made prior to the time the committee has full opportunity to consider the 
question and the action contemplated will in nowise conflict with that idea. 

We shall continue to keep you advised. 

Sincerely yours, 
W. E. Harper, Chairman. 

Senator SparKMAN. Now, at the beginning of this year, you wrote 
a letter to Mr. Wilson with reference to the disposition of the prop- 
erty ? 

Mr. Dyas. Yes. 

Senator SpaRKMAN., I think it may be well at this point to place that 
letter in the record. 

(The letter referred to is as follows :) 


RECONSTRUCTION FINANCE CORPORATION, 
January 5, 1951. 
Hon. CHARLES E. WILSON, 
Director, Office of Defense Mobilization. 


DeaR Mr. WILSON: The Reconstruction Finance Corporation is the owner of 
the industrial plant comprising some 1,000,000 square feet of manufacturing 
space located in Columbus, Ohio, and formerly leased to the Lustron Corp. 
for the production of prefabricated houses. The plant is equipped with new 
and modern facilities capable of producing some 100 or more houses per day 
and is adaptable to the production of housing, barracks, dormitories, ete., 
of such types, designs, and materials as may be required in connection with the 
impending defense housing program of the Government. 

The real estate was acquired and the plant buildings were erected by Defense 
Plant Corporation for airplane assembly during World War II, and at the close 
of the war the property was declared surplus. In 1947 the property was leased 
to Lustron Corp. by the predecessor of General Services Administration, and 
the plant was equipped by Lustron Corp. through the proceeds of a $15,500,000 
loan made by Reconstruction Finance Corporation under a special authority to 
make loans to aid national defense. 

This loan, together with subsequent loans of $22,000,000 for working capital 
purposes, were not made in the usual course of business by this Corporation, 
but were made especially to implement the policy of the Government to support 
the establishment of a prefabricated-housing industry as an emergency source of 
mass-produced housing for defense purposes. This policy has been referred to 
in several messages of the President to Congress and has been implemented by 
special legislation. The wisdom of the policy is supported by the experience of 
this Corporation in providing vital emergency defense housing needed during 
World War II. 

During 1949 it became apparent that the Lustron management could not con- 
duct a successful operation of its enterprise for reasons not associated with the 
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efficiency of the plant and, in February 1950, this Corporation obtained a judg- 

ment for its unpaid loans and a decree of foreclosure on its chattel mortgage 

covering machinery and equipment in the Federal court in Columbus, Ohio. 

Steps also were taken to terminate the lease covering the real estate and build- 

ings. In June 1950 the machinery and equipment were purchased by this Cor- 

poration at foreclosure sale for the price of $6,000,000, and the sale was con- 

firmed by the Columbus court. 

In the meantime, however, various Lustron creditors had sought and obtained 

an adjudication of involuntary bankruptcy of the company in Federal court in 

Chicago, and that court issued an injunction restraining this Corporation against 

disposing of the real or personal property pending investigation of the validity 

of the lien conveyed by the chattel mortgage, the adequacy of the price paid for 

the mortgaged assets, the validity of steps taken to terminate the lease, etc. 

The injunction was upheld by the circuit court of appeals in October 1950, and 

is still in effect. 

In May 1950 the President submitted, and in July the Congress approved, 

Reorganization Plan No. 24, which transferred to the Housing and Home Finance 

Agency all functions of RFC pertaining to the financing of prefabricated houses. 

The objective of this plan is to place the administration of the Government’s 

policy with respect to supporting the prefabricated housing industry, above 

referred to, within the Agency responsible for all other phases of the defense 

housing program. The plan became effective in September 1950, and at that 

time all current loans to prefabricated-housing producers, dealers, and builders 

were transferred by RFC to HHFA. 

Since the Lustron loans had been reduced to judgment, the same were not 

transferred to HHFA but were retained by RFC for administration. However, 

at a special meeting on the subject before a subcommittee of the Senate Com- 

mittee on Banking and Currency, this Corporation assured the subcommittee of 

its intention to develop a plan for disposing of the former Lustron property 

for prefabricated-housing purposes, and HHFA assured the subcommittee of its 
willingness to cooperate in the undertaking and to serve as disposal agency for 

the property thereafter. It was suggested that, in this way, the objective of 
Plan No. 23, insofar as the same pertained to the former Lustron property, would 

be realized. 

Our efforts made pursuant to those assurances have demonstrated that we 
will be able to lease the plant and facilities to any of several established and 
successful manufacturers of prefabricated houses upon terms which not only 
would implement the Government’s policy of supporting the prefabricated-housing 
industry for national defense, but also would provide to the Government the 
opportunity of recovering its unpaid loans to Lustron Corp., which greatly ex- 
ceed the market value of the plant and facilities. The machinery and equip- 
mert has negligible usefulness or value on a salvage basis. 

Such a prefabricated-housing tenant would not be expected to undertake the 
continued production of the same house produced by Lustron Corp., partly be- 
cause of the limited market for a house in the Lustron price range and partly 
because of the extreme use of critical materials involved. It is to be expected 
that such a tenant would use the plant and its highly modern and efficient facili- 
ties to produce housing, barracks, dormitories, etc., of the types, designs, and 
materials required for national defense. Such a tenant also would be expected 
to operate with its own capital and without financial assistance of any kind 
from the Government. 

As noted before, this Corporation is still enjoined by the Federal court in 
Chicago against disposing of the property, but we believe that a prospective leas- 
ing of the property for prefabricated-housing purposes might be made the means 
of securing an early dissolution of the injunction through settlement of con- 
flicting interests. If the plant is to be used for any other purpose, it would 
appear that the injunction may be circumvented and early occupancy gained only 
through an exercise of the Government’s power of eminent domain. Hence, the 
method by which the Government may obtain the benefits of the plant in operation 
at an early date depends upon determination at this time of the most advan- 
tageous use of the plant for national defense. 

For the purpose of reaching this determination, we recently requested repre- 
sentatives of the General Services Administration, the Housing and Home Finance 
Agency, and the Munitions Board to meet with representatives of this Corpora- 
tion for discussion of the matter. At this meeting it was the position of this 
Corporation that in the absence of overriding considerations, the property doubt- 
‘ess should be disposed of for its highest and best use, namely, the manufacture 
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of prefabricated houses, barracks, dormitories, ete., for national defense, but 
that under existing circumstances it is necessary to assure that disposition be 
made consistently with over-all Government policy. 

It was the view of the Munitions Board that the preferable use of the property 
from a military standpoint was for airplane assembly under the sponsorship of 
the Navy, and it was the view of the Housing and Home Finance Agency that, 
while it respected the responsibility of the Munitions Board to provide for mili- 
tary production, any final decision regarding disposition of the property should 
be made only after consideration of the Government’s defense housing require- 
ments in view of the unique capabilities of the property, and that such Agency 
was prepared to present its findings with respect to such requirements at an 
appropriate time. 

It was the concensus of the meeting, therefore, that in view of the importance 
of the matter particularly in relation to the impending defense-housing program, 
the final decision as to the use of the property should not be made by subordinate 
agencies, but should be made by or at the direction of the Office of Defense 
Mobilization, in order that diverse viewpoints of subordinate agencies might 
be resolved consistently with over-all Government policy. You are assured, of 
course, that all facilities of this Corporation and the other agencies hereinabove 
referred to are available to you for the purpose of providing all such data, 
information, and assistance as you may require for thorough consideration of 
the question presented. 

W. E. Harper, Chairman. 

Senator Sparkman. After that letter was written, were there any 
discussions between the agencies concerned about the disposition of 
this plant ? ; 

Mr. Dyas. Yes; some days after the letter was written we were 
asked to attend a meeting in the office of Mr. Frank Creedon who, I 
think, is the Assistant Administrator of the Defense Production 
Administration for Facilities and Construction. At this meeting 
there were representatives of the Housing and Home Finance Agency, 
the Munitions Board, and the RFC, and Mr. Creedon and his assist- 
ants. 

It was a preliminary meeting only. No discussion was had as to 
the merits of the situation. It was simply a meeting to explore what 
the question was, what the high lights were, and it lasted a very few 
minutes. There were no further meetings of that kind, except one 
where the Navy representatives came over to talk to us a little bit 
shortly thereafter on the question of determining, if the ruling were 
in favor of the Navy’s use of the plant, the quickest way in which it 
could be gotten out from under this injunction and into the hands of 
the Navy. 

This was because, according to the Navy representatives, their 
engineers had estimated that from the time they had possession— 
that was after the court proceedings should have been solved—it 
would take something like 18 months to strip the plant, reequip it and 
staff up for operations. Now, I am not an expert. I only know that 
that was the reason for the meeting, and we have tried to cooperate in 
every way we can with the Navy in finding ways and means to give 
them quick possession, if that is the final ruling. 

Senator SparKMAN. The ruling was finally made by General Harri- 
son, was it not? 

Mr. Dyas. Yes. 

Senator SparkMAN. Were there any discussions after the ruling was 
made? 

Mr. Dyas. Yes; there were similar meetings with the Justice De- 
partment, the Navy, and General Harrison, on how to get the transfer. 

Senator SparKMAN. Can you give us an estimate of the amount the 
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Government would have to pay into the court in order to obtain the 
machinery by requisition ? 

Mr. Dyas. I think, under law, 75 percent of the estimated value. 
That is a deposit. The court then determines the final value. It is 
very difficult to make an estimate because of the different uses for 
the plant, but on the theory that it is being requisitioned because it 
is needed, which I believe is the only theory for requisition, I assume 
that the value would be somewhere near its cost in place. 

If the theory were the salvage value, our figures have always run 
around 10 cents on the dollar on installed cost, as our estimate of the 
net salvage value. 

Senator SparKMAN. Now, many of these machines we saw this 
morning we were told were standard equipment. That certainly 
would go above a salvage value; would it not? 

Mr. Dyas. It depends on the rule in requisitioning. It is a question 
between appraising the value of it and determining the amount you 
would have to pay into court under the rule of fair value and requi- 
sition. I would think that it would have to be pretty close to the in- 
stalled cost, the going concern value, which was $15,000,000, but I am 
not an appraiser. 

Senator Sparkman. And you would have to pay 75 percent of that? 

Mr. Dyas. Yes. 

Senator SparkMan. And, of course, the rest would depend on the 
final determination of the suit? 

Mr. Dyas. Of the court; yes. 

Senator Sparkman. Now, is the machinery, in your opinion, suit- 
able for moving elsewhere to be used ? 

Mr. Dyas. Of course, I am not an expert on that. There was some 
discussion of it this morning. The best estimates we have been able 
to obtain are that some of it can be moved, it is physically possible to 
move it, but it would be a very expensive job to move it. Not alone 
that, but it would be a very expensive job to repair the plant after the 
removal of the machinery, because of these deep foundations that we 
saw there. 

Senator SparKMAN. Did you say a while ago how long it would take 
the Navy to put the plant into shape for operation ? 

Mr. Dyas. At our first meeting we were advised that their engineers 
had been here and made a survey, and stated that it would take 18 
months, which would include repairing the plant, reequipping it and 
staffing it up. I do not know. Since then I have heard somebody say 
it would take 30 days, but, as I say, I do not know, I am not an expert. 

Senator SparKMAN. I have read or heard something about taking 
bulldozers and pushing this machinery out. You cannot quite do that, 
can you? 

Mr. Dyas. I think you would have to build a special bulldozer for 
that purpose, or use dynamite, which has been discussed. 

Senator SparkMaN. In your talks with representatives of the Navy 
and others, was there any discussion of the need for the Navy to take 
over the plant immediately ? 

Mr. Dyas. There was discussion about it. The Navy, of course, 
can tell you much better than I what their needs are. In this diseus- 
sion it was said that the Navy at this time in its plant next door was 
finishing a contract for the repair, I think, of B-29’s—I do not know 
whether the Navy is, but the North American Aviation Corp. is. As 





TO ee oP 














PROPOSED DISPOSITION OF LUSTRON PLANT 17 


I understood it, that was the end of the contract. Then, after that, 
they were going into the production of a fighter plane. Naturally, I 
do not know to what extent they are going into that. I only know 
that in the last war, I think the other plant over there, when it was 
turning out wartime production of 300 or 400 planes a month, em- 
ployed about 15,000 people. I understand they, are employing about 
3,000 now. Of course, it is a build-up proposition, but that has 
bearing upon the length of time involved until the Navy might need 
this particular plant. They can tell you that better than I, but it is 
important, it seems to me in determining whether it is better economics 
and efficiency for the Government to strip this plant or build equivalent 
facilities on space which seems to be available. 

Senator Sparkman. How much did you say this plant cost orig- 
inally ? 

Mr. Dyas. $7,700,000. 

Senator SpaRKMAN. Is that for the two buildings occupied by Lus- 
tron? 

Mr. Dyas. Yes; just what we went through this morning, and the 
land. 

Senator SparkMAN. The 107 acres? 

Mr. Dyas. Yes. 

Senator SparkMAN. That is separate and apart from the part that 
North American is now operating ? 

Mr. Dyas. Yes; completely. 

Senator SparKMAN. Now, in the plant this morning Mr. Strandlund 
told us it would take about 10 tons of steel for each house. At that 
time you started to make some comment on the possibilities of re- 
ducing the amount of steel needed in each house. I wonder if you 
would state that briefly for the record again ? 

Mr. Dyas. Yes. We have explored that very thoroughly with op- 
erators of the Lustron Co., and also with operators of other concerns 
which might be interested in coming in here, in the event the plant 
becomes available. What we understand is that you can get maximum 
utilization of this plant by reducing the steel content of the house 
to about 4 tons per house and using other material, such as plywood, 
Celotex, plastic, and so forth, on the interior and in the places where 
steel is not absolutely necessary. 

The Lustron Co. had such a program in effect at about the time it 
ceased production. It had not done it, but it had it on the drawing 
boards. In maximum production of 100 houses a day, about 24,000 
a year, that would mean about 100,000 tons of steel, as against the 
national output. I do not know what that is, but I think 100,000 
ton is not very large in comparison with the availability of steel, 
if you are not going to use steel in housing, and if you are not going 
to use other labor-saving materials, which are in as short supply as 
steel, then you are going to have a manpower problem which will prob- 
ably resolve itself back to the use of steel or some other metal in 
housing. 

Senator SparkMaAN. Now, Mr. Dyas, asa representative of the RFC, 
do you have any further views to express, representing the RFC? 

Mr. Dyas. Well, the RFC, of course, has no responsibility in the 
final determination of this question as to the use of the plant. That is 
up to the other Government agencies and we feel that we have no real 
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duty beyond cooperating to the extent of our ability with these other 
agencies, and with this committee. 

Senator Sparkman. You do still have the problem of trying to get 
the money back; that is your problem, is it not? 

Mr. Dyas. Yes; we have had that for quite some time. I think it 
should be said that the issue here is not whether airplanes or houses 
are the most important thing in the war. I think the question is, is 
it possible for the Government efficiently and economically to get 
both? That is the question. If it gets to an issue as between the two, 
that is something else, but at this time, unless there is an immediate 
need for this plant next door to go into full wartime production of 
300 or 400 planes a month, right now, next month or something like 
that, it seems to me that there must be time in which the additional 
facilities they want can be built at much less cost to the Government 
than would be achieved by the stripping of this machinery and the 
loss of any opportunity ever to recoup that investment. 

Senator Carenart. How much is it costing the RFC, the receiver, 
or both, to operate this plant at the moment? 

Mr. Dyas. Well, Senator, if you figure everything, and I assume that 
is what you want 

Senator Carpenart. I want the truth. 

Mr. Dyas. If you figure such items as depreciation, and so forth, it 
is costing something close to a couple of hundred thousand dollars 
a month. 

Senator Capruart. How long has it been idle? 

Mr. Dyas. Since last June. The receiver operated it prior to June 
for 3 or 4 months. 

Senator Carenartr. Now, who are these people who want to pur- 
chase this plant that you mentioned a moment ago? 

Mr. Dyas. I cannot name any particular individuals because I have 
been asked by anyone I have talked to not to reveal their interest, not 
to drag their names into this thing until the Government is in a posi- 
tion and has made up its mind that it wants to use the plant for hous- 
ing and wants to ask for competitive bids. 

Senator Carenart. I do not think that answers the question, Mr. 
Chairman, but I will take it. 

Mr. Dyas. I am sorry. 

Senator Carruart. Unless you are in a position to name them, I 
do not think you should state that you have buyers. You say that 
you have private-enterprise buyers and you cannot tell us who they 
are. 

Mr. Dyas. We have no firm offers and no firm commitments and we 
would not have unless it was advertised. 

Senator Carenart. What is the status of your negotiations with 
them; is it companies that are now in business? 

Mr. Dyas. Yes;some. There are no negotiations, as such, Senator, 
because we have not been in a position to conduct negotiations. We 
have only been in position to talk with people who came into our 
offices and sat down and wanted to talk about it. 

Senator Carenartr. You are not privileged to name any of those 
peo 

N 





ple ? 
r. Dyas. No, sir; I am not. 
Senator Carenarrt. Is that at their request, or is it your idea? 
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Mr. Dyas. At their request. They have said it is in court, it is a 
situation that is of tremendous interest in Congress, and they did not 
feel that they wanted to get into the position ‘of interv ening or in a 
position of negotiating when the Government itself had not made up 
its mind. 

Senator Carrnarr. You said a moment ago something about the 
cost of the equipment here. What did you say you thought that could 
be sold for? 

Mr. Dyas. Our figures have always shown—and while I am not a 
technical man and do not want to be considered as such—our figures 
have always shown a net salvage recovery of about 114 million dollars, 
over-all, after expenses of removal and ev erything else. 

Senator Carenart. Well, I saw twice that much in presses this 
morning. 

Mr. Dyas. Our figures could be in error; I do not know. 

Senator Carrenarr. I am certain they are in error in that respect. 

Now, who is your authority that the steel in this house can be 
reduced to 4 tons? 

Mr. Dyas. One of the concerns with whom we have been talking, 
and, as a matter of fact, I had hoped that today you could go out and 
see one of their model houses which is nearby, but time is such that 
we cannot do that. 

Senator Caprnartr. Now, it is costing you $200,000 a month to oper- 
ate at the moment, and it has been down 18 months. 

Mr. Dyas. It has been down since last June. Prior to that the 
receiver was operating. 

Senator Carruart. How long has it been tied up with the courts? 

Mr. Dyas. The injunction was issued last June. That was the date. 

Senator Carruarr. Now, you will agree with me that something 
must be done with this plant because the Government should not go 
along paying $200,000 a month? 

Mr. Dyas. Absolutely. 

Senator Carpnart. What do you think ought to be done with it? 

Mr. Dyas. Well, Senator, I do not believe I should pose as an 
expert on that. I am a representative of one of the executive depart- 
ments and the executive department has ruled in favor of the Navy, 
and I am sure the RFC itself would have no views. 

Senator Carenarr. Will the RFC lend any more money on this 
plant? 

Mr. Dyas. No, sir; we have no authority to under the law. 

Senator Carenarr. In other words, the RFC is finished so far as 
lending any more money is concerned ¢ 

Mr. Dyas. To any prefabricated- housing industry or project. 

Senator SparkMAN. That now belongs to the Housing and Home 
Finance Agency. 

Mr. Dyas. I have not the slightest doubt that if we could go into 
court with a constructive plan and say, “Here is a plan that will put 
this plant into housing,” and if we settled the differences between 
creditors on that basis, as I am sure we could, we could lift this 
injunction in a very few days. 

Senator Carenarr. Let me ask you this, and I do not mean it in an 
imnatient wav: This plant has been closed now for 18 months? 


Mr. Dyas. Yes. 
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Senator Carpruart. If this is a good project and money could be 
made on it, why did you not settle this on the basis upon which you 
now think it could be settled a long time ago? 

Mr. Dyas. That is something I was not responsible for, sir. It 
could have been done, though. 

Senator Frear. Did I understand you to say that you are paying 
$200,000 a month now ¢ 

Mr. Dyas. No, sir. I said it is costing that, figuring depreciation, 
and so forth. 

Senator Frear. That is really not out-of-pocket money ? 

Mr. Dyas. That is right. 

Senator Frear. I have another question: Perhaps you may not 
want to go too far on the record with this, but you suggested that 
one of these companies that you speak of, whose name you cannot 
divulge, would be willing to pay half of their profit by way of rental. 
What would happen, however, if they had no profit? Would you 
have a guaranteed rental ? 

Mr. Dyas. Yes, sir; they would guarantee the overhead. The Gov- 
ernment could not lose anything more, and they might make some. 
Of course, what I have said with respect to such plans would apply 
equally to a reorganization of the company. I am certain that the 
ultimate objective could be reached. 

Senator Carenarr. You said a moment ago—how much out-of- 
pocket money is it costing to operate this plant each month ? 

Mr. Dyas. Well, it costs about $15,000 for protection and main- 
tenance, including steam ; taxes run about $36,000 a year. 

Senator Carenart. That is $18,000 a month right there, and the 
difference between that and the $200,000 is the depreciation ? 

Mr. Dyas. Depreciation and other expenses. e have such items 
as payroll and court expenses in two courts. 

(The following was later received for the record :) 


RECONSTRUCTION FINANCE CORPORATION, 


Washington, D. C., February 15, 1951. 
Hon. JoHn J. SPARKMAN, 


United States Senate, 
Washington, D. O. 


Drar SENATOR SPARKMAN: In connection with your subcommittee’s hearing in 
Columbus, Ohio, on February 13, 1951, relative to the plant formerly occupied 
by Lustron Corp., I was asked to give the average monthly expense chargeable 
to the idleness of the plant and the litigation incident thereto. 

Since the purchase of the machinery and equipment at foreclosure sale last 
June, I understand that such expense is approximately as follows: 


Protections qui: mii Mem Oe sii iicdican ticinsieis hmasimeine denies $12, 000 
I Si aii ah asl hit haennar eerie ei Tiina tid 4, 335 

Expenses of receivership (payroll, supplies, etc., exclusive of receiver’s 
NY a a ec ca et an te Scrat cds See eeedeR copes 4, 300 
DORE pissin citikenk whidticda dcchsabasteesenis tel entities bidet phan ivinadied 20, 635 


The foregoing is exclusive of this corporation’s attorneys’ fees and adminis- 
trative expense, fees of the receiver and attorneys, and fees incidental to the 
bankruptcy proceedings, which have not been determined as yet. The total 
average monthly expense, including these items and exclusive of interest, depre- 
ciation, and loss of rental is expected to exceed $50,000. 

Very truly yours, 
RicHarp ©. Dyas, 
Chief, Housing Branch, Office of Loans. 
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Senator Carenart. One more question and then I am finished. Mr. 
Strandlund, I understand, made a proposal to the RFC? 

Mr. Dyas. Yes. 

Senator CapHartr. Have you definitely turned that down? 

Mr. Dyas. Senator, I am going to answer that to the best of my 
ability. I have never seen the proposal, and I do not know; but, 
as I remember, the proposal as I heard it did contemplate a further 
loan, which the RFC could not make. 

Senator Carenart. So, in your opinion, it has been turned down? 

Mr. Dyas. I don’t believe it has been acted upon. 

Representative Surron. This house that you wanted to show the 
Senators this afternoon, and the company you have been negotiating 
with, are you able to give that company’s name? 

Mr. Dyas. No, sir; I prefer not to, and we have not been negotiat- 
ing; we have just been talking, and that company is only one of about 
45 different people that I have talked to on the same subject, but we 
have never negotiated, committed, or anything of the kind. We 
always considered, if we got to that point, it would be a matter of 
open bidding or a reorganization of the present company. 

Senator Frear. $36,000 a year in taxes; did you say? 

Mr. Dyas. Yes, sir. 

Senator Frear. Is that municipal taxes or State taxes? 

Mr. Dyas. Real-estate taxes. 

Senator Frear. No income taxes, of course ? 

Mr. Dyas. No: no income taxes. 

Senator SparKMAN. Do you wish to ask any questions for Senator 
Bricker, Mr. Minor? 

Mr. Minor. No, sir. 

Senator SparkMan. Admiral Piehl, will you step up, please, and 
identify yourself for the record ? 


STATEMENTS OF ADMIRAL PAUL E. PIEHL, CAPT. B. B. SMITH, 
AND CAPT. R. M. REYNOLDS, BUREAU OF AERONAUTICS, UNITED 
STATES NAVY, AND FREDERICK J. SASS, COUNSEL 


Admiral Prent. I might say that I am here representing Admiral 
Pride, Chief of the Bureau of Aeronautics. I myself represent it 
in this district. 

Capt. B. B. Smith is the local plant representative. 

Senator SparKMAN. We are very glad to have all of you with us. 

Admiral Prenx. Thank you, sir. 

Senator SparKMAN. Proceed with your statement, sir. 

Admiral Preuu. There are just a few notes that might be of interest 
to the committee. 

So far as the Navy’s interest in this plant as an air plant goes, it 
harks back to the experience we had with it during World War II. 

This was built as a complete, integrated aircraft plant, and, when I 
say this, I mean the plant that North American is occupying and the 
plant that Lustron is in right now. 

Senator SparKMAN. Curtiss-Wright operated it during the war; 
did they not? They operated all of this? 
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Admiral Prent. They operated this entire establishment. They 
produced here some 5,000 Hell Divers, which were worth some $700,- 
000,000, just in cost of airframe alone. Their national-defense value 
is something for you to appraise; but, with some idea of payroll and 
business importance, this was a $700,000,000 project in production 
here. It had an employment of 25,000 people. The plant now is cut 
in half. The most valuable half, the assembly space, is this half that 
Lustron is in right now. 

The plant was built according to Eastern aircraft proportions, 
which generally call for about 40 percent of the total floor area in 
assembly space, and 60 percent in manufacturing space. This plant 
was the assembly space, and actually I have some pictures here to 
correspond with the inspection that you made this morning. 

This is what the plant looked like when it was occupied by Hell 
Divers manufacture [indicating]. 

The plant that North American is occupying, the portion that 
North American is occuping now, has only a fraction of that area 
usable for assembly space, and the relative proportions over there are 


about 80 percent for manufacturing and 20 percent for assembly, so — 


that if the Navy takes this plant over, is given the plant for air- 
craft manufacture, it is obvious that we need to restore the balance. 
The other plant over there is out of balance; and, for the programs 
that I have heard talked about, it is also inadequate in size. 

Now, for a discussion of the programs, I do not know how deeply 
your committee wishes to explore that subject, but if we do get into 
schedules, I am sorry, but I shall have to ask that that be done in 
closed sessions, because I cannot give it in an open session. 

The various proposals that we have heard talked about, however, 
do represent $700,000,000 of aircraft production to come out of this 
plant within the next, say, 4 months, whatever we could schedule out 
on currently available money; and on this question of how soon it 
could be brought into production, I believe that Mr. Gallant, the 
senior executive of the North American Co., can give you the best 
authoritative story on that. 

I believe you can recognize from the inspection that you made this 
morning that portions of the plant could be put to immediate use to 
bring in the B-29 line, which is now outside. There could be joint 
occupancy of aircraft manufacture and clearing crew while the clear- 
ing process was going on, so that the estimates that were given here a 
moment ago of 18 months, I think, are due for a substantial revision. 
They represent, I think, some misunderstanding of figures previously 
given. I do not know how those figures were developed. 
~ Senator SparkMAN. Would you say that 18 months might represent 
the time when you had the whole plant cleared out, but you could 
start operating in one part of it in a short time? 

Admiral Prent. I believe it could be cleared out in less time than 
that. In World War II, I had the experience of getting General 
Motors into production of Grauman aircraft, using the Trenton and 
Linden plants, which were their automobile plants, and my recollec- 
tion of that operation, which again was one of clearing and substitut- 
ing aircraft manufacture concurrently, is that we had the first airplane 
out of the door in a year, and the plant was cleared out completely 
considerably prior to that by 4 or 5 months. My guess is that the 
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clearing here, just as a clearing job, could be done in substantially 
less time than the figures that have been given. 

Senator Capemarr. You could clear it in 60 days if you wanted to, 
could you not? 

Admiral Prent. If you wanted to. There would be some difficulty 
in moving some of the heavy machinery, and all of that heavy ma- 
chinery that you saw this morning you can recognize yourself is 
usable for our kind of operation. We use the same sort of presses. In 
fact, they could constitute a very valuable industrial reserve, as we 
have had an industrial reserve of machine tools of precisely that kind 
during these intervening years between World War II and the present. 

Representative Surron. Excluding the dies? 

Admiral Preni. That is right, we have no use for the dies. 

Senator Sparkman. When you refer to using the presses, do you 
mean generally throughout the country, or in this building @ 

Admiral Preat. Many of those presses would be used, without 
question, by North American, and, again, I think Mr. Gallant could 
give the best statement of what machinery he would select to round 
out his equipment. The machinery that he selects would also be 
arranged in the floor plan to suit the production scheme that he had 
in mind, and it is very doubtful that any of the heavy presses would 
remain in the assembly area. 

Senator Sparkman. I was just recalling that in testimony before 
our committee in Washington the statement was given to us by a repre- 
sentative of the Defense Production Authority that one reason for 
reaching the decision to turn this plant over to aircraft manufacturing 
was the fact that it could be cleared so quickly. In fact, we were told 
it could be cleared in 30 days, and that that was one of the factors 
in causing them to arrive at their decision. 

Admiral Prenu. I do not think anybody would seriously make the 
statement that they could clear the plant in 30 days, but they could 
commence aircraft manufacture within that 30 days. 

Senator Sparkman. By the process you explained awhile ago? 

Admiral Prenuv. Yes. 

Senator SparKMaAn. Admiral, of course, I think you appreciate 
the fact that the question with us is not which is more desirable, hous- 
ing or airplanes. We are all for whatever might be best for the de- 
fense effort. At the same time this committee is charged primarily 
with the responsibility of looking after the housing needs of the 
Nation, and the Government does have a tremendous amount of money 
invested in this plant. We do not want to see a useless or needless 
loss to the Government, either in the investment that it has in the 
plant or in the production of housing, which is so bi adly needed at this 
particular time. Now, you heard Mr. Dyas make the suggestion 
that perhaps it would be more economical, more logical to build an- 
other plant in which aircraft manufacturing could be done. I won- 
der what your comment on that is. 

Admiral Prent. We have given that very careful study, and Capt. 
B. B. Smith can outline the very searching examination that has been 
given to that question. I might say that in general you will recognize 
that a new plant would cost anywhere from $15 to $25 a square foot. 
These are going prices right now. The clearing costs here, even with 
the complete rehabilitation of the plant, to put it in precisely the same 
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physical condition that the other half is in, is hardly likely to run 
$5,000,000,000, so that you would have $5 a square foot, as against 
$15 to $30 a square foot, cost of square footage, one way or the other. 

If you wish, Captain Smith can lay out the map of the area that 
we are talking about and indicate the degree to which it has been 
studied for alternate plant construction. 

Senator SparkMan. That might be a good idea. 

Captain Smirn. I might say that during the time the Lustron 
plant was in operation here there was no recapture clause in their 
lease, and it became incumbent upon me to make the industrial mobili- 
zation survey of the other plant over there, and the plane capacity 
that the Bureau of Aeronautics sent out was much greater than what 
this plant could turn out. So we had to make a survey of this plant 
here. So, without knowing that this plant over here would ever have 
the recapture clause put on it, we went ahead and investigated the 
possibilities of erecting alternate buildings over on the property that 
is over there. 

Now, there has been a lot of misconception about the availability 
of land for that purpose—— 

Senator SparKMAN. Is this where the North American now is lo- 
cated ? 

Captain Smiru. Yes [indicating on map]. 

Senator SparkMAN. Here is where you propose to put the new 
buildings? 

Captain Smiru. Yes. 

Senator SparkMan. What direction is that from where we are 
now sitting? 

Captain Smrru. It is due north. 

The thing that circumscribes that land area over there at the pres- 
ent time is the plans for the city of Columbus for expanding its air- 
port. The city of Columbus has purchased 240 acres of amen on 
the other side of James Road, for the purpose of linking their runways. 
The Civil Aeronautics Authority has established the airport here in 
Columbus as a continental airport which allows them to extend their 
runways to 6,500 feet. However, they have certain construction re- 
quirements for airports. That requires, among other things, a certain 
right-of-way, which requires 500 feet on either side of the runway. 
That land must be under the control of the city and permanently 
dedicated for airport purposes, so that extends over into our land over 
there that many people think is available for buildings. 

In addition to that, they have a building-limit line of 750 feet from 
the center line of their runway, in which area no buildings can be 
erected, and at that building line you can only erect a building havin 
a total height of 35 feet. Now, in making our studies we know we nee 
to duplicate these facilities if we are going to meet the mobilization 
requirements that the Bureau has for this plant. This building is 56 
feet high; so, in setting that back, you have to maintain a slide slope 
of 75 feet. So that puts that building back here [indicating] on 
that piece of property, although it does crowd these two buildings 
pretty close together, and at the moment I do not know that it would 
meet the requirements of the Bureau of Docks. 

It might be possible to get this additional land from the city for 
ramp area, but I do not know about that. However, if we did this, it 
would be necessary then to find another automobile-parking lot, and we 
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have investigated the possibilities of that and it is possible to build a 
tunnel under these two buildings, but after those things are done, we 
are still short a modification building. 

Now, a modification building is one of the integral parts of an air- 
parts factory. You might say there are five elements to an aircraft 
factory—a manufacturing building, a modification center, an aircraft 
delivery unit, an assembly building, and a flying field. And we would 
be completely without the place to erect a modification building, which 
is the equivalent of this building next door here. 

Now, at the time these studies were made, as a partial solution to 
the problem, we thought, at least I did, and I am responsible for them, 
that whoever was operating the plant during another war could do 
the se-ne as Curtiss-Wright did during the last war, so far as ware- 
house space is concerned. ‘They located it in the city of Columbus. 
But North American has been unable to lease one single square foot of 

varehouse space within 75 miles of the city of Columbus. Cambridge, 

Ohio, is where we have to go. Now they are shipping tools from 
their California plant and they are being stored at Fairfield, Ohio, by 
the Air Force, 70 miles away from here. So, if we were to put another 
building over here, we would have no place on which to erect the 
500,000 square feet of warehouse space that is required to operate this 
plant in full mobilization, because we then would extend beyond the 
building-limit line and there would be no place whatever to do it. 

However, if we are permitted to get this part of the plant as part 
of the integrated plant, we, then, have adequate space on which to 
build these on our own property without destroying the parking space 
for employees’ automobiles. 

Representative Surron. Is this not your property now? 

Captain Smirn. That property belongs to the city of Columbus. 
It is under lease to the Government for 25 years, with a 25-year re- 
newal option at $1 a year. It is our property now, but we have to 
giveitup. The reason we have to give it up is because both the Navy 
and the Air Force want that runway extended so that the jet air- 
planes that are manufactured in this plant here can be test-flown and 
delivered, and both the Air Force and the Bureau of Aeronautics 
have established the military necessity of extending the runway 8,000 
feet. 

Senator Carenart. This is very interesting, but the sort of wit- 
nesses I would like to hear from, because we are charged primarily 
with housing, are witnesses that can tell us when and how this plant 
can be reconverted into the manufacture of houses. I mean, if the 
Government denies to North American the right to use this plant, 
and then nobody produces any houses in it. I would like to hear some 
witnesses who can tell us how to get this plant going. So far, I have 
had no information which indicates to me that you can get this plant 
going to build houses, either in this plant, or by getting the machinery, 
tools, and dies out of here and in somewhere else. 

Senator Sparkman. First, let me ask Captain Smith this question: 
You referred to this plot of ground that could be tunneled through. 
Why could that not be used for construction rather than the part 
above ? 

Captain Sanru. It is easier to build a pedestrian tunnel through 
at low cost than a runway for a completed airplane. There is a pos- 
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sibility of building an assembly building but no place to build a modi- 
fication building. 

Senator SparKMAN. Would there be no way to reach the runway 
from that place? 

Captain Smirn. You could, perhaps, cross the street with them. 

Senator Sparkman. Would there be a street between your two 
buildings ? 

Admiral Prenz. That is the two-lane highway. 

Senator Sparkman. The problem would be one of getting the plane 
over from one building to the other ? 

Admiral Prem. The problem would be this: The assembly of the 
airplanes is done in this building, and sometimes people wonder why 
there is need for a modification building. That is because the devel- 
opment in electronic equipment and radar makes some of these things 
obsolete before they are even put out, so you have to same some place 
in your assembly line and run them through and install the new equip- 
ment which has made the old equipment obsolete. It is a whole inte- 
grated operation and if you separate them you are only handicapping 
your operation and making it less efficient and more costly. 

Representative Surron. ‘How about this property out here ? 

Captain Sairxn. The Government owns that property. We have 
that. 

Senator Sparkman. I do not believe you gave an estimate of what 
it would cost to erect the new buildings? You talked about the space 
difficulties, land mgereronnte, and so ) forth, but what about the cost? 

Admiral Preut. Yes; we have had opinions on that. As a matter 
of fact, one of the gentlemen from the National Production Admin- 
istration, a large operator, asked me that question, how much it would 
cost to do it. I told him the thing could be done for $12 to $15 a 
square foot, and he amazed.me by saying, “It may interest you to i 
what it would cost to reproduce these facilities. It will cost $25 
square foot, and there are some people who think it may go to $35.” = I 
thought he was crazy. 

Senator Carrnarr. I think that is outlandish. I do not think it 
makes any difference what it would cost to put up a new factory. 
I do not know for how many years Lustron has been in business 
and they have spent $37,500,000 and they have 2,600 houses. As far as 
I am concerned, I want to listen to somebody who can show us how 
to get Lustron houses. The plant has been idle now for 18 months, 
costing $51,000 a month just to operate this idle factory. How do 
you get housing ? 

Admiral Prent. If there is anything further we can supply, we will 
be delighted to advise you. 

Senator Frear. Is the type of machinery that is now out here avail- 
able; can you purchase it; is there any shortage of that type of 
material ? 

Admiral Prent. Those presses are at a premium now and we would 
be delighted to have them in the aircraft pool for use, not only in this 
plant, but in any other aircraft plent, without exception. 

Senator Sparkman. Congressman Sutton, do you have any ques- 
tions? 

Representative Surron. No; Mr. Chairman. 

Senator SparKMAN. Mr. Minor, do you have any questions to ask 
on behalf of Senator Bricker? 
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Mr. Minor. Can we get a comparison of the costs of rehabilitating 
this plant as contrasted to the cost of erecting a new plant? 

Admiral Prent. The cost of installing new facilities in a new plant 
would be anywhere from $15 to $25 or $30 a square foot, while I am 
positive the cost of rehabilitating this plant would be less than $5 
a square foot. If you just cleared it it could be done for consider ‘ably 
less than that. 

Mr. Minor. Now on the question of a comparison of the time neces- 
sary to re-equip the plant with how long it would take for the erection 
of equivalent facilities, what have you to say ? 

Admiral Prent. May I ask Mr. Gallant to speak on that ? 

Mr. Garant. I think, to rebuild that plant would take possibly a 
year and a half, expedited, with plenty of expedited. 

Senator Carenarr. To build a new plant? 

Mr. Gatuant. Yes; to clear that plant. 

Senator Carenarr. You mean, to clear this plant that we are in? 

Mr. Gauiant. I think to do that job, to do a complete job, it would 

take a year; to do a less complete job, it would probably take half 
that time. 

Now, in consideration of that fact, an aircraft company could be 
occupying the plant during the period the work is going on. 

Does that answer your question ¢ 

Mr. Minor. Yes. The third question I have is this: Can you give 
us a comparison of the necessary labor force to reequip the plant as 
compared to what would be necessary to construct equivalent facili- 
ties ¢ 

Admiral Preut. I have some figures of what North American is 
now employing, some 2,600 people, and Mr. Gallant can explain the 
estimates that they have made, as to how that labor force would in- 
crease this year and next on the programs that are under discussion. 
It isa substantial increase in labor force. 

Mr. Minor. What is the total number of employees, provided North 
American moved in and took this over? 

Mr. Gatiant. On projected programs we now have, and speaking 
in terms of calendar years, at the end of this calendar year, we will 
be employing approximately 8,500 to 9,000 people. At the end of the 

calendar year 1952, that employment should go to approximately 
17,000 to 18,000 people, that is, assuming that the production projec- 
tions we are now talking about are maintained. 

Mr. Minor. Would that figure of 8,500 to 9,000 people at the end of 
1951 include the force to work in this plant ? 

Mr. Gatiant. That is the total. 

Representative Surron. What is the projected schedule that North 
American Aviation had with the Government in 1951 and 1952? I 
know that is confidential material, but do you have it? 

Admiral Prent. I will give you that in a closed session. 

Representative Surron. I know it already, but I wanted the com- 
mittee to have it. 

Senator SparkMAN. If there is nothing further of the Navy repre- 
sentatives, allow me to thank all of you. 

Now, I wish to ask Mr. Dyas a question. 

Of course, we appreciate the fact that under the situation presently 
prevailing here, that for the time being you are in no position to 
carry on active negotiations with anybody, including the corporation 
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which formerly operated this plant, but are you confident, from your 
experience and from the conversations that you have had, that if you 
were free to act, you could negotiate a contract which would be ad- 
vantageous to the Government for the operation of this plant in the 
manufacture of housing ¢ 

Mr. Dyas. Yes, Senator; let me answer it in this way: 

I am completely confident of that, and I would like to suggest this, 
if the committee would be interested. There are several things that 
seem to be confidential in this whole thing. The Navy has various 
confidential matters, and there may be others. Instead of taking my 
word for it, I would suggest the opportunity at any time to this com- 
mittee to listen, if they care to, to the very people who would be in- 
terested in a closed session. I am sure nobody is trying to hide any- 
thing. It is simply that people of substance at this time are not in- 
terested in becoming crusaders, or coming in to influence the Govern- 
ment one way or another, but they do say, when the Government 
makes up its mind that it wants housing, they then will come in and 
operate if their services are desired. 

Senator Carruart. Are you at liberty to tell us in closed session 
who these people are ! 

Mr. Dyas. Absolutely, and to bring them in. 

Senator SparKMAN. We should be very glad to arrange a closed 
session in Washington ; we are not able to do it here. 

By the way, I may announce that we shall have to clear this build- 
ing at 3:15, so that we can take the plane at 3:30, because the 
weather is closing in on us in Washington. However, I will be glad 
to schedule a closed meeting in Washington and hear from you and 
the people you bring in. 

Mr. Dyas. There is no doubt that we can put this back in operation 
as soon as the Government decides. 

Senator SparkMAN. We shall be glad to hear you. 

Thank you, Mr. Dyas. 

We shall now hear from Mr. Myron Tracy, representing the Muni- 
tions Board. 


STATEMENT OF MYRON A. TRACY, REPRESENTING THE 
MUNITIONS BOARD 


Mr. Tracy. I should like to give a very brief statement, if I may, 
Senator. 

The Munitions Board consists of a civilian chairman, Mr. Small, 
and representatives of the three military departments, the Assistant 
Secretaries of the Army, Navy, and Air Force. 

On the 30th of December 1949 the Munitions Board requested the 
RFC, in any future disposal of this facility, the Lustron facility, to 
include the national security clause. As has been previously stated, 
that clause was not included in the original dispositions of this 
facility. 

On the 9th of October 1950, the Munitions Board requested the RFC 
in any disposal of the plant to specify airframe production as the 
mobilization use of the plant in such a security clause. The Munitions 
Board consideration of that matter extended over several months. It 
included the possibilities of the construction in this facility of many 
things, but, as has previously been stated, the decision was reached 


j 
; 
: 











PROPOSED DISPOSITION OF LUSTRON PLANT 29 


because of the previous use of this plant, it having been built as an 
integrated aircraft plant, that it should be reserv ed for airframe pro- 
duction. 

On the 8th of January 1951, after the President’s program for an 
expanded aircraft-production program, and over and above that, an 
expanded tooling program to provide a capacity of 50,000 airplanes 
a year, and, in accordance with the request from the Navy under that 
program, the Board advised the RFC that the plant should be turned 
over immediately to the Department of the Navy, for the specified use, 
air-frame production. 

Subsequently, as has been explained, the matter was referred to Mr. 
Wilson, in the Defense Authority, and on the 13th of January the 
Munitions Board set forth its position to Mr. Wilson by letter, which 
I would like to put into the record, which I think will fully explain 
the Board’s position. 

Senator SparkMAN. We shall be very glad to have it at this point. 

Mr. Tracy. That is all that I have to say. 

Senator SparKMAN. Thank you very much. 

(The letter referred to follows :) 


DEAR Mr. WILSON: The Reconstruction Finance Corporation, by copy of their 
letter to you of January 5, 1951, has informed the Munitions Board that the 
matter of disposing of the industrial plant located in Columbus, Ohio, and for- 
merly leased to the Lustron Corp., has been referred to you for consideration. 
This Board desires to record with you its position with respect to the disposition 
of the plant in question. 

The Munitions Board, on October 5, 1950, determined that the national defense 
will best be served by a disposal of the Lustron facility subject to the inclusion 
of the standard national security clause with the provision that the facility 
should be designated for the production of airframes. This decision was com- 
municated to the Reconstruction Finance Corporation on October 9, 1950, with 
the further statement that the Department of the Navy has been designated as 
the sponsor for this facility. On January 8, 1951, the Munitions Board informed 
the Reconstruction Finance Corporation that this plant is immediaely required 
by the Department of the Navy and requested that steps necessary to make the 
facility available be taken at the earliest possible date. This action by the Muni- 
tions Board was taken in order to obtain the scheduled production of aircraft 
under the current accelerated defense-production program. 

The Lustron plant is a part of the facility erected during World War II for 
operation as an integrated aircraft fabricating age assembly plant. The entire 
facility was operated for the Department of the Navy by the airplane division 
of the Curtiss-Wright Corp. and produced more than 6,000 combat airplanes dur- 
ing the war. After the war, one building, representing approximately one-half 
of the area of the entire plant, was retained in the naval industrial reserve and 
has been continued in aircraft manufacturing operations since that time. The 
North American Aviation Corp. operates this plant for the Department of the 
Navy. Included in the part of the facility retained by the Navy are all of the 
utility and other service facilities which were required for the operation of the 
entire plant. The remainder of the original facility, consisting of two principal 
buildings of approximately 1,000,000 square feet of manufacturing space, was 
declared surplus after the end of the war. In 1947, when this portion of the 
property was leased to Lustron, effort was made to make the lease subject to 
the national security clause. The Lustron Corp., however, did not agree to the 
clause except under conditions which could not be accepted by the Government. 
Consequently, Lustron leased the plant without the national security clause 
restriction. 

It is desired to emphasive that the entire facility, including the Lustron part, 
was specifically designed and built for the manufacture of aircraft. It has the 
structural characteristics required for aircraft production; such as wide bay 
widths and high ceiling clearances and is located on a suitable airport. The 
availability of such capacity is extremely limited in comparison to the capacity 
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that much be provided in the event of an all-out mobilization effort. As a matter 
of fact, the Lustron part of the facility was designed with higher ceiling clear- 
ance than the balance of the plant and was used as the point of final assembly 
in the World War II operation. It is also noted that the Lustron facility is not 
capable of independent operation without the services available in the Navy’s 
plant. 


I strongly urge that action be taken to make this facility available at the 
earliest possible date for vitally needed aircraft production. 
J.D. Smarr, Chairman. 


Senator SparkMAN. Is there a representative of the National Pro- 
duction Authority present ? 

Mr. H. A. Kenyon. I am here as an observer, Senator. 

Senator SparKMAN. We are glad to have you with us. 

Now, will Mr. Strandlund kindly come up? 

Will you proceed to give us your statement in your own way, sir? 


STATEMENT OF C. G. STRANDLUND, PRESIDENT, LUSTRON CORP., 
COLUMBUS, OHIO 


Mr. Srranpiunp. I had better start with the Navy’s position, their 
need for the plant, and their problems which they now have to mo- 
bilize for air production. 

I want to advise the committee that Navy did have the national se- 
curity clause on this plant when we negotiated for it, and by the order 
of the then Secretary of the Navy, Sullivan, and his staff, that security 
clause was waived, and at that time, a little later, I conferred with 
Captain Smith. 

We talked of the possibilities of again rehabilitating the plant for 
the production of airplanes, and then he had a very easy solution, but 
it seems as though that thing has become complicated since that time. 
That is one point I want to make: That that was by the full consent of 
the Navy, and so forth. 

They did have the national security clause; they waived it and they 
found the solution, that they never again would need this facility. 
If they hadn’ found it, naturally, you have seen what you saw out 
there; we wouldn’t have gone to all that trouble and expense and put 
up a complete plant. 

The point I want to make is this: In the Government’s interest, 
is there any economy, is there anything of value to the Government 
to destroy a property in order to gain a property? 

This plant was built—built to make houses. Surely, if at that time, 
as airplanes became in production again, the same thoughts that were 
developed at the time we planned this plant should have been invoked 
then the Government would have owned an additional facility, a hous- 
ing facility and a complete airplane facility. 

I don’t understand the theeory of destroying something that you can 
duplicate. The plant stands ready to produce. We have tested it. 
We know the need exists in defense for housing, for barracks, and 
other things which come pretty early in the game of mobilization. 
This plant is ready to open up; it doesn’t need any tooling, testing, 
or anything else with which to start producing immediately on 
another phase of the mobilization program, and T have confidential 
photostats, copies from the same source, the Navy, demonstrating 
their extreme needs at the various posts for housing. That certainly 
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would seem to meet that problem. You wouldn’t destroy 50 percent 
of present prefabricated housing facilities. It doesn’t seem reason- 
able. 

There is a point about the use of steel in housing. One of our organ- 
ization members, who has some recent figures, is here, and I would like 
to have an opportunity to give you the figures on steel, which shows, 
as General Harrison agreed, that steel really is a flexible material 
to use in this particular instance, to use now in the program of defense 
mobilization housing. 

In the outposts, because of the low number of erection hours re- 
quired for our type of house, there«is a saving to the Government that 
is extreme. When you go to outposts like Alaska, Guam, and these 
different places, you not only have to ship the complete material out 
there, but you have to ship an additional manpower factor which 
amounts not only to a loss of manpower, but an extremely high cost. 

Now, we have cut the site expense in erection down to such a low 
comparable figure that the saving alone in the need of these outposts, 
if Lustron were converted to them, would more than pay the Govern- 
ment back for their facility. 

Senator SparkMAN. Have you tested your house in Alaska ? 

Mr. SrrRANDLUND. Yes. 

Senator SparkMan. Has it stood the test? 

Mr. Srranviunp. Yes. 

Senator SparkMaAN. I suppose house building in Alaska is more 
costly than any other place where we had to build houses? 

Mr. SrranpLunp. That’s right. 

Senator SparkMAN. At what price can you place one of your five- 
room houses in Alaska. 

Mr. STRANDLUND. We would think $25,000 would make a profitable 
operation for putting our house up there, which compares with about 
$40,000 for a house of a comparable size in conventional building. 

Senator SparkMANn. Now, with reference to the steel—you have 
heard what Mr. Dyas said about the possibility of cutting down on the 
use of steel ¢ 

Mr. STRANDLUND. Yes. 

Senator SpaRKMAN. Are you convinced that that can be done? 

Mr. SrranpLuNp. When you come up to Alaska 

Senator SparKMAN. I am talking about anywhere. 

Mr. Srranpiunp. Yes; the inside of the house can be finished in 
substitute materials. The life of the house is a little impaired because 
of the integration of those materials. 

Senator SparKMAN. The substitute would be as costly as steel ? 

Mr. Srranpiunp. Yes. If anything, it would probably increase it a 
little. 

Senator SparkMAN. You also heard the statement to the effect that 


the machinery and equipment had an installed value of about 
$15,000,000 ? 

Mr. Srranptunp. Yes. 

Senator SparkMaAn. I believe Mr. Dyas said the best estimate they 
have been able to make of it, or the value that might be saved if it had 
to be taken out of the plant was about $1,500,000 ? 

Mr. Srranpiunp. Yes. 

Senator SpaRKMAN. Do you agree with those estimates? 
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Mr. Srranpitunp. Yes; because of the cost of dismantling, moving, 
and so forth, and building additional foundations for some of it. 

Now, there is a relatively small percentage—here is the point I want 
to make. There are probably 10,000 sm: all-business men in the coun- 
try with presses somewhere along the line that would fit the stamping 
of stamped parts, who are hungry for business, looking for business 

right today, that would probably substitute in size and kind far more 
for the making of these parts. You wouldn’t destroy a whole house 
to get a window, and that is about what it amounts to. All the ce- 
ramics, electric, welding equipment, about 70 percent of the plant, 
would be of no use whatever in this thing. 

The only relationship to it at all is some presses, of which a great 
percentage are special and do not fit in that program. 

Senator SparkMan. Do you have any facts or any knowledge as to 
what it would cost to duplicate these buildings ? 

Mr. Srranpiunp. I have. 

Senator.SparKMAN. You heard the figures given here / 

Mr. Srranpiunp. Those figures are high. 

Senator SPARKMAN. Ranging from $10 to $25 a square foot; is that 
right? 

Mr. Srranpiunp. I have a construction man here from New Jersey, 
president of the National Home Builders, a very good operator, who 
was a Lustron builder. 

Senator SparkKMAN. You mean, he used to be president of the 
National Home Builders? 

Mr. Srranpiunp. President of the National Home Builders Asso- 
ciation of New Jersey. He is still. He says $10 a square foot, on an 
outside figure, would be ample to duplicate just exactly what we 
have here. Now, the Government has a replacement figure on its 
books for the whole facility, including the plant, for both plants, 
somewhere around $6,000,000 and some—under $7,000,000. 

Senator Sparkman. Mr. Strandlund, let me ask you this: You 
heard Mr. Dyas testify as to the possibility of getting this back into 
operation as a going concern. Do you believe that that can be done? 

Mr. Stranpiunp. Positively; it is ready to go. 

Senator SparkMan. I am not talking about the machines so much 
as the humans that have to negotiate the agreements. 

Mr. Srranpiunp. Well, Senator, I would say that that could be an 

easy possibility on a reorganization of the old corporation. 

Senator Sparkman. You think there is real hope of the old cor- 
poration being reorganized ? 

Mr. Srranpiunp. That’s right. The old corporation, in which 
I am a pretty heavy investor, of course, feels that in the essence of 
fair play they deserve a chance to prove this thing, which we never 
had a chance to do. It was closed before we ever had a chance, and 
if anybody is going to pay back a good facility which we developed, 
we should have first right on that “particular score. I think, under 
the conditions that you deal with anybody else, even to provide c: api- 
tal, if it deals with it on the same basis, the old corporation, which 
has the exper ience, Ww hich built this thing, which developed this thing, 
and so forth, shoujd have some prior consideration. But we in turn 
could get it out of the courts and could do this thing very readily. 

Senator Caprnart. How would you get an allocation to the steel? 
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Mr. Srranpiunp. Well, I don’t know what the process is, Senator, 
but houses would be built in such places where there is dire or imme- 
diate need, and I would say that priority would probably carry as 
much weight as any other particular thing in the defense program. 
There are some figures on steel that are accurate and up to date, which 
will show an amazing picture of steel during the war. Could we 
introduce those figures ? 

Senator Sparkman. We will be very glad to have them at this point. 

Mr. Srranpiunp. Those figures are on the use of steel. 

(The hgures referred to w ill be found on p. 54. ) 

Senator Capenarr. Of course, you understand that we have a 1950 
Production Act, which is the law of the land, and we have an NPA: 
they are allocating steel and will do so for several years to come. 

They allocate steel historically, on the basis of the amount you used 
in previous years. 

Now, tell me, if you had the money to reopen this plant today, how 
would you get your allocations of steel? I am interested in this 
question of whether or not we can build houses. 

Mr. SrranpiuNp. We met the problem. We had steel with which 
to build 2.700 houses. 

Senator Carenarr. Then you might get steel to build 2,700 houses. 
How would you get more steel than that ? 

Mr. Srranptunp. Naturally, as part of the defense program, 
Senator, I think we would ask for assistance along that line. 

Senator Carpenarr. Where are you going to get the money to start 
this business up again ? 

Mr. Srranpiunp. Well, those are some details that I don’t know 
whether you want me to go into that or not, but it depends very much 
on the type of deal. I think it depends entirely, if you talk about 
some outside money, on the type of deal. If you subordinate the 
demands of the Government, and not have suicide notes like we had 
over our heads for 60 days, or you have some subordination where 
free-enterprise money could have a chance and not to be gobbled up, I 
think you could get capital at any time. 

Senator Carenarr. Are you at liberty to give this committee the 
names of any individuals or corporations that are interested in pur- 
chasing this fac ility for the manufacture of the Lustron house? 

Mr. STRANDLUND. Senator, none have come to me that feel this is a 
meritorious and fine plant and manufacturing a fine product that 
have talked private capital, but as far as other corporations are con- 
cerned, there was talk about it, but I can assure you that no proposals 
whatever came to me. 

Senator Carrnartr. You heard Mr. Dyas say that the RFC would 
lend no more money, that they had no authority to do it, which means 
that if this plant is reopened to build houses, the money must come 
from private investors or existing corporations. W hat I want to 
know is, Who is ready to start building Lustron houses, and if Lus- 
tron houses are not going to be built here within the next 18 months 
or 2 years or 3 years or 4 years or 5 years, then we had better put a 
stop to this $51,000 a month that the Government is paying to maintain 
it. and let Navy come in and use the facilities as best th ey can. 

Mr. Stranpuunp. That rests with the Housing and Sie Finance 
Agency which, under article 102, has this under their supervision. 
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Now, private capital has a right to deal, that is possible to get 
done, but not under the conditions that we had to meet at the closing 
of our plant. I can name people who have offered. Our dealer in 
Venezuela, where we have 38 houses, has talked to me four times, and 
has offered me $2 million of money to get in under the right conditions. 

Private capital on a potentiality of that kind is not too hard to get, 
under the right conditions, and I don’t think it takes an outside force 
tobuythething. It takes a will to make this thing go. 

Senator SparkMAN. Thank you very much, Mr. Strandlund. 

Mr. Padula, will you come up now and give your full name to the 
reporter for the record ¢ 


STATEMENT OF ARTHUR H. PADULA, BUILDER, NEWARK, N. J. 


Mr. Papuna. I am a builder. My office is at 200 Mount Vernon 
Place, Newark, N. J. Lam a former Lustron dealer. 

I invite your attention to testimony given before the Banking 
and Currency Committee on March 14, 1950. I particularly invite 
your attention to the fact that I had an order for 300 houses from 
Gen. Bedell Smith for Fort Dix, which order was a matter for long 
discussion and much controversy between the RFC and myself. 

I further invite your attention to the fact that at that hearing 
Senator Tydings stated that General Pick of the Army stated that 
a house, 21 by 35, was said to cost $14,000; the utilities $2,000, and 
then he asked for an appropriation for $16,000 for 6,000 houses. 

I invited the attention of this committee to the fact that I had 
offered to build 300 houses at Fort Dix for $9,500. Assuming the 
difference was $6,000, on that one single order which Senator Tydings 
referred to, I would save the Government the difference between 
$16,000 and $10,000, which is $6,000, which multiplied by 6,000 houses 
was $3,600,000, which happened to be the exact amount, or nearly 
the amount that Lustron was in default on at that time. 

I am not going to take the time now to go through this complete 
testimony, because it is a matter of record. I would like to invite 
this committee’s attention to the fact that in my humble opinion, sir, 
the issue today is not whether this should be used for housing or for 
the manufacture of aircraft. The issue is much greater than that, 
and transcends a much more important point of view. ‘ speak as 
a Reserve officer of the Navy, and I take issue with the Navy, even 
though I may be ordered to Papua or some other place, because I 
think we are creating another travesty, destroying the last remnants 
of a $37 million investment in a new industry, which was never given 
the chance to succeed, that while the technical problems of manu- 
facturing had been ove an the industry was at a point where the 
only thing wrong with it was that it could not be merchandised. 
The house was put on a oo ailer and immediately it was a chattel, 
and we had 48 different laws in 48 different States affecting chattel 
mortgages. You could not finance the house while it was on wheels. 
The minute it came off the wheels it became real estate. Then it 
didn’t pay for the barn and the survey and all the other things that 
come up to get a mortgage loan. 

In addition the FHA would value this house at $8,500 in New York, 
$6,500 in Alabama, and $7,500 in Chicago, the same house, manufac- 
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tured by Government money, the identical house, right here in Colum- 
bus, Ohio. 

There should be no deviation. The difference should | e in the land. 
No effort was ever made by the Housing and Home Finance Agency to 
have a uniform Value put on this uniform product made in a Govern- 
ment factory on Government money, if you please. 

The same thing was true in the Veterans’ Administration. You 
would get a value of $13,800 in one place, and $15,000 in seme place 
else. No effort was ever made to get a uniform valuation on it. 

That is the reason for the failure, that the $50 million was not 
sufficient to take care of the merchandising and distribution of the 
house. Had an acceptance corporation been established, where these 
papers could have been rediscounted, the same as in the automobile 
industry, the question of separation and distribution would have been 
solved. I know, because I had an order for 300 of these houses from 
the Army, which I could never get financed by the RFC, the Veterans’ 
Administration, or anybody else, in addition to my own houses. 

Now, the matter of steel which I heard talked about here—— 

Senator SpaRKMAN. Mr. Padula, will you make it just as brief : 
possible, because we have only 10 minutes. If you have the Geeie 

reduced to writing, would you submit them for the record 

Mr. Pavuta. I certainly have. 

In the last war steel production was on an average of 83 million 
tons. At no time was more than 24 percent of the steel consumed by 
the military. At no time did they ever use more than 12 percent, 
which means that the average consumption of steel for the last war 
was 16 percent by the military, and 84 percent by civilians, quoting 
Iron and Steel Age, January issue, 1951. 

| further saw Mr. Hendricks in the Statistics De partment of the 
Pentagon, who said the present production of steel is 103 million tons. 
General Sawyer has just issued certificates of necessity to the military, 
with which to build airplanes and guided-missile guns. They got 12 
million tons. They further asked for 1.8 million tons for plant expan- 
sion, so that 13.8 million tons of steel have been allocated to the mili- 
tary to complete the full mobilization program. That 13.8 million 
tons represents less than 13 percent of the 103 million tons of your 
total production, while at the same time we question the use of this steel 
for housing the military. 

I invite your attention to the fact that the beer industry alone uses 
308.000 tons of steel for beer cans for the civilian consumption of beer, 
whie h we shoul l not overlook. 

The area of this plant consists of 104.9 acres. This is 1.3 million 
square feet. North American Corp. uses 1.3 million. This, plus the 
land, plus the cost of the original utilities, costs $7.5 million, if you 
please. Where in the world can anybody come up with the exag- 
gerated figure that it would cost $25 a square foot to reproduce this 
thing, when the building cost index has gone up 123 percent between 
1943 and today ? 

I will undertake to build a million square feet for the Navy for $12 
a square foot on this place. That means that the sewer is here, the 
gas is here, the facility is here, the aprons are here, and the steam is 
here, and one wall is here if you want to use it, so we can build 1 million 
square feet adjacent to this plant, using the present facilities You 
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woul : then finish with 1 million square feet with which to manufacture 
aircraft, and you still have the $37.5 million investment, with which 
you are on the verge, within 30 days, of manufacturing a minimum 
of 25 houses a day. 

How in the world can we at this time, when we reduced the draft 
from 75,000 to 40,000 because of the lack of housing facilities, build 
a 3.5 million-inan force when fellows are getting frozen feet in pyra- 
midal tents in Korea; how can they say we want more money for 
housing 3 weeks from now when they are about to destroy the last 
and only mass production of housing in the United States? It just 
doesn’t make «>nse. 

[ repeat; tiie issue is, again, not whether it is houses or airplanes. 
The issue is, do you have to destroy this facility in order to manu- 
facture another facility? Can they both be done comparably at 
«2 minimum expense to the taxpayer? I might invite your attention 
to the fact that when we are talking about 800,000 units that are needed 
for housing by the military, the Atomic Energy Commission wants 
100,000 houses in Paducah and 2,700 in Georgia. With those condi- 
tions, let alone the civilian needs, there is no point to destroying this 
facility. 

Now, another thing. We could make houses here in 30 days. You 
cannot build this new plant in 120 days, so in that time you will be 
producing aircraft and in 30 days you will be producing housing. 

There is certainly no other course to follow. 

Senator Caprnart. Who will produce those houses? 

Mr. Papuna. I will undertake to produce them myself if nobody 
else will. 

I am here talking as an individual, At the moment Carl Strend 
lund told you what his position is in the matter. I might say I have 
written letters to the RFC, made offers to purch: ise from the RFC, 
made offers to settle with the creditors and without the creditors. It 
is public information. I have it here and I invite your attention to 
my letter dated June 21 to the RFC, and their acknowledgment for 
the record. So there is no secret about that. 

Senator SparKMAN. Will you put those in the record? 

Mr. Papua. Yes. 

Senator SpARKMAN. You live in New Jersey, do you? 

Mr. Papuna. Yes. 

Senator SparKMAN. Will you come to Washington when we are in 
session ¢ 

Mr. Paputa. Certainly. 

(The following file of correspondence was submitted by Mr. Pad- 
ula :) 

NEWARK, N. J., June 21, 1950. 
The DrrecToRs, 
Reconstruction Finance Corporation, Washington, D. C. 

GENTLEMEN: On Tuesday, June 15, 1950, in the company of my attorney, Mr. 
Edward Bennett Williams, of Washington, D. C., I visited the offices of Mr. 
Chauncy Y. Dodds of your agency and had a conference with Mr. Dodds and 
Mr. Richard C. Dyas regarding the possibility of my purchasing all right, title, 
and interest of the Reconstruction Finance Corporation in the Lustron Corp. 
I was advised at this meeting that discusion looking to the ultimate acquisition 
of the Lustron Corp. was premature, inasmuch as the Reconstruction Finance 
Corporation at that time had nothing to sell and was involved in litigation in two 
Federal courts relative to its relationship to Lustron. Despite the fact that this 
initial conference was a little premature, I feel that it is well worth while to go 
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on record now with an offer to purchase immediately all right, title, and interest 
of the Reconstruction Finance Corporation on the Lustron properties under 
terms and conditions to be mutually agreed upon. 

[ go on record at this time as being ready, willing, and able to negotiate for 
the purchase of the Lustron properties because I believe that time is of the 
essence if the Lustron plant is to continue in the production of Lustron homes. 
I feel strongly that we must take advantage of the costly mistakes of the past 
so as to prevent their reoccurence. In my opinion the following are some of the 
mistakes that were made: 

1. Throughout 1947 and 1948 when the most acute housing shortage existed 
Lustron missed the market by not having production facilities 


, 


2. While Lustron has the tinest engineered house in the world, it was too ex 
pensive and missed the price bracket. 
3. While we are aware of the economics of mass production of houses, the 


goal of 300 houses per day was an unrealistic one, and the entire operations of 
the company should have been based on a much lower figure—something 


\ 
nearer to 30 houses per day. 

t+. The failure to make available adequate financing for the dealers’ sale 
distribution of the houses contributed more to the failure than anyone realized 
No recognition was given to the fact that this was a mo n, streamlined house 
being delivered on a truck as a chattel which could be erected in 825 hours, I 





t 
could not be financed by the usual archaic conventional coustruction loans and 
permanent real-estate financing which were not applicable to a chattel 

>. Another factor was the failure to obtain uniform evaluations on a Natic 
wide basis by the Federal Housing Administration and the Veterans’ Administra 
tion so that the value of the house for financing purposes would have been estab- 
lished nationally save for the difference in the value of land 


The solution to the problem obviously is not a shortage of money, but rather it 
rests in know-how. This, based by private capital to show good faith, combined 
with the cooperation of the Reconstruction Finance Corporati Federal Housing 
Administration, and the Veterans’ Administration, can solve this problem. 

I believe that the many military orders which I procured for Lustron homes 
and concerning which I testified on Mareh 14, 1950, befor he ‘ommittes 
on Banking and Currency can be reinstated immediately so that for a minimul 
of 3 months the entire output of the Lustron fact ry in be eV to ning 
these orders on hand An immediate effort can be made to obtain tl balance 
of the military orders and the civilian orders being held up right now by deale 
who are begging for the factory to reopen. 

In view of the fact that only vague and nebnious infor n is available as t 
wh the Reconstruction Finance Corporation has or \ hinve 

hen it can deliver title, my proposal must be rather ge at s tit How 
ever, IT propose to invest $1,000,000 now as working ca] I propose to invest 
‘ dditional $1,000,000 within 90 cays f the purpose of ming a mortgage 
company whose function would be to solve the tf x | bution problems 

ntil such time as permanent mortgages are ere At tl time the will 
be seld at a premium to the usual financial interests. I woud expect the Rec 
struction Finance Corporation to commit itself for add nal working ecapit 


based on orders in hand. JI would expect the Reconstruction Finance Corpo) 
tion to provide additional funds to the Mortgage Acceptance Corporation for the 
le and distribution of Lustron homes. 

I am prepared to give the Reconstruction Finance Corporation a first mortgage 
for the purchase of the real estate, plant, machinery, and all other assets which 
the Reconstruction Finance Corporation owns 

I am prepared to repay the balance of the indebtedness by the issuance of 
preferred stock which would be paid out of earnings and which could be repaid 
at any time upon a cash settlement 

This proposal would not be complete without a brief résumé of my own back 
ground. I am 40 years of age, married, and have one child. 1: radnate 
the University of Pennsylvania in 1982 with a B. S. degree. My famil; 
heen actively engaged in real estate, banking, and construction activities since 
1895, having built in South Orange, Maplewood, Belleville, Kearny, North Ar 
lington, Irvington, and Newark, N. J. I am president of the Fairmount Con 
struction Co. now engaged in the completion of Ivy Hill, one of the largest 
veterans’ housing developments in the State of New Jersey, totaling some 3,100 
families, 10,000 persons, and upwards of $18,000,000 of construction. I am 
president of the Home Builders Association of New Jersey, director of the 
New Jersey Home Builders Association, and a director of the National Associa- 
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tion of Home Builders. TI am senior member of the Society of Residential Ap- 
praisers, a member of the Newark Board of Realtors, and a member of the New 
Jersey Association of Real Estate Boards. 

I was commissioned a lieutenant, junior grade, in 1942, and now hold the rank 
of a commander, Civil Engineers Corps, United States Naval Reserve. 

I submit the following as references: Bureau of Naval Personnel, United 
States Navy; National Association of Home Builders; Newark Real Estate 
Board; Society of Residential Appraisers; Society of American Military En- 
gineers; the Howard Savings Institution; and the Bank of Commerce, New- 
ark, N. J. 

I have enclosed a copy of my testimony before the Senate Committee on Bank- 
ing and Curreney which gives a cursory summary of my experience in the dis- 
tribution of Lustron homes 

Very truly yours, 
Artnur H. Papvuta, 
FarRMOUNT Construction Co. 





RECONSTRUCTION FINANCE CORPORATION, 
Washington, D. C., August 25, 1950. 
Mr. Artuur H. PApura, 
in care of Fairmont Construction Co.., 
Newark, N.d. 

Dear MR. PADULA: Reference is made to the inquiry you have previously made 
with respect to the availability of the plant located in Columbus, Ohio, which 
formerly was occupied by Lustron Corp. 

This corporation is not as yet in position to solicit bids or enter into negotia- 
tious for the sale of this plant. However, it would be of assistance to us in 
formulating our plans for eventual disposition if you would furnish to us a 
comprehensive statement of the use to which you would plan to devote the plant 
in event you should acquire the same, 

Such a statement would be useful and necessary for the purpose of clearing 
your contemplated use of the property with the appropriate Government agencies 
directly responsible for the national defense program, and your statement should 
contain the most detail possible, consistent with the public interest, with respect 
to the contribution your use of the plant would make to the national defense. 

[f you remain interested in the acquisition of this property, your statement 
should be forwarded as soon as possible to the undersigned. 

Very truly yours, 
C. Y. Dopps, Manager, Office of Loans. 


SEPTEMBER 11, 1950. 
Mr. C. Y. Dopps, 
Manager, Office of Loans, Reconstruction Finance Corporation, 
Washington, D.C 

Dear Mr. Dopps: Thank you for your inquiry in connection with my interest 
in the plant located in Columbus, Ohio, which formerly was occupied by Lustron 
Corp. 

I regret that your corporation is not yet in a position to solicit bids or enter 
into negotiations for the sale of this plant. In response to your request, I am 
submitting herewith a comprehensive statement of the use to which I plan to 
devote the plant in the event I should acquire the same. 

For the purpose of expediency It am taking the liberty of submitting this plan 
in outline form: 

1. I hereby confirm my offer dated June 21, 1950, to purchase real estate, plant, 
machinery, and all other assets which are for sale in connection with the former 
Lustron plant. 

2 In view of the fact, that only vague and nebulous information is available 
as to what assets are for sale and when title may be delivered, this proposal 
must necessarily be rather general at this time. 

8. Reference is made to the hearing before the Committee on Banking and 
Currency, United States Senate, March 14, 1950, a copy of which is attached 
and made a part hereof, which is a comprehensive discussion of the entire 
Lustron background. 

4. While my basic long-range objective is the mass production of low-cost 
housing, in view of the impending war conditions I have modified my plan of 
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operation, so as to offer the entire plant facilities for the successful prosecution 
of the war effort, more specifically for the manufacture of airframes, aircraft 
engines, aircraft parts, electronic equipment, guided missiles, and/or any other 
tools or products which may be required by the Military Establishment, I have 
arranged for the engineering and executive staff necessary to pursue the above 
plan and I hereby indicate my willingness to be licensed by the Department of 
Defense to expedite defense production. I have further arranged to brit 
as one of my associates the Barium Steel Corp., of which Mr. Charles Ebersta 
is president, and Mr. Joseph Sisto is chairman of the board. This company is 
a large operator of steel, stamping, and dieing interests, who own and control 
the following corporations, all of which will cooperate by making available per- 
sonnel, machinery, equipment, raw materials, and financial strength to assist 
in defense production: 

1. Globe Forge Co., Syracuse, N. Y. 

2. Bayonne Boat Corp., Bayonne, N. J. 

3. Wiley Manufacturing Co., Port Deposit, Md. 

4. Phoenix Iron & Steel Co., Phoenixville, Pa. 

5. Phoenix Bridge Co., Phoenixville, Pa. 

6. Erie Bolt & Nut Co., Erie, Pa. 

7. Central Iron & Steel Co., Harrisburg, Pa. 

Ss. Geometric Stamp & Die Co., Cleveland, Ohio. 

9. Cayoga Spring Co., Cleveland, Ohio. 

10. Clyde Iron Works, Duluth, Minn. 

11. Kermath Manufacturing Co., Detroit, Mich. 

12. Detroit Steel Construction, Co., Detroit, Mich. 

13. Sheffield Iron & Steel Co., Sheffield, Ala. 

14, Pairlen Steel Co., Cleveland, Ohio. 

In addition, my second associate is Lt. Gen. Eugene Reybold, United States 
Army, retired, former chief of the United States Corps of Engineers, who orig- 
inally set up and perfected the complete production facilities of the Lustron 
plant, and who is most familiar with the Lustron facilities. This wealth of 
information combined with his splendid Army background should prove to be 
of incalculable value. 

This proposal would not be complete without a brief résumé of my personal 
background : 

Commander, Civil Engineer Corps, United States Navy, having served with 
the Navy as a construction engineer officer in the Guadalcanal-Bougainville 
campaign. Second tour of duty was as military government officer in Japan 
and Korea. Third, assistant to the public works officer, Third Naval District, 
New York, N. Y. 

President of the New Jersey Association of Home Builders. 

Graduate engineer. 

President of Fairmount Construction Co., one of the largest developing and 
construction companies in New Jersey, having completed upwards of $18,000,000 
of construction and contemplating $45,000,000 in housing throughout 
of New Jersey. 

Your attention is invited to a partial list of the existing facilities of the plant 
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which I intend to make available for defense production immediately : 
1. 161 presses ranging from 20 tons to 180 tons, mechanically operated. 

19 bit shears for cutting material. 

19 big rollers equipped with cut-off press on each machine. 

201 welders, portable electric. 

31 storage tanks with agitators. 

27 ball-mill operators. 

. 48 Are-Nelson steel welders. 

11 gas and electric furnaces, 

40,000 lineal feet of conveyors, miscellaneous lengths 

10. 67 spray booths. 

11. 28 scooter and motor cars for plant transportation. 

12. 65 lathes, presses, tools, and miscellaneous equipment. 

13. 16 fixed dust collectors. 

14. 32 gas or electric lift trucks. 

15. 3 pickering machines. 

16. 1 water-cooling tower. 

17. 17 miscellaneous pumps. 

18, 1,000,000 square feet of floor space. 
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I trust that the above brief résumé should reaffirm my interest in the acquisi- 
tion of the former Lustron plant, so that I may render an immediate service to 
the Defense Department in the successful prosecution of the war effort. 

Very truly yours, 
ArTHUR H. PADULA. 





RECONSTRUCTION FINANCE CORPORATION, 
Washington, D. C., September 12, 1950. 
Mr. ArtHuR H. Lapua, 
200 Mount Vernon Place, Newark, N. J. 

Dear Mr. Papua: Receipt is acknowledged of your letter of September 11, 
1950, in response to Mr. Dodds’ letter of August 24, 1950, requesting a statement 
of your contemplated use of the Columbus, Ohio, plant formerly occupied by 
Lustron Corp., in event you or your clients or associates should acquire the same. 

Very truly yours, 
RicuHarp CC, Dyas, 
Chief, Housing Branch, Office of Loans. 


OcTOBER 2, 1950. 
Mr. C. Y. Dopps, 
Vanager, Office of Loans, Reconstruction 
Finance Corporation, Ni ashington, D. C. 

DEAR Sir: Reference is made to my original offer dated June 21, 1950, to 
purchase the plant located in Columbus, Ohio, which formerly was occupied by 
Lustron Corp. 

Further reference is made to your request dated August 24, 1950, in which you 
requested me to make “a comprehensive statement of the use to which I planned 
to devote the plant in the event I should acquire the same.” 

Reference is also made in answer to your request dated September 11, 1950, 
in which I outlined the contemplated use of the plant. 

It is believed that the above correspondence and the subsequent personal 
contacts expressing my willingness to use the Lustron facility for defense pur- 
poses ought to be crystallized in outline form for your convenience. 

(1) If lam given an opportunity to use the Lustron plant with all its equip- 
ment and machinery for defense production purposes that I would be in a 
position to assist RFC and GSA realize considerable (if not all) full return on 
the present Government losses. 

(2) Iam ina position to accomplish immediately utility of the Lustron plant, 
and I am prepared to take on any defense production desired by the Department 
of Defense, specifically as follows: 

(a) The Lustron plant was formerly an integrated part of the over-all 
Columbus, Air-Craft production program. Much of the heavy equipment 
and press machinery presently installed may be used in the production of 
aircraft frames. Bearing this in mind, I would be agreeable to apply the 
Lustron plant to aircraft production in support of whatever aircraft pro- 
duction the Department of Defense puts into the Navy portion of the Colum- 
bus program, which is at this time being operated by Curtis Wright for 
Bureau Air, Navy, and which I understand may pass to another aircraft 
manufacturer, for production of aircraft. 

(b) Furthermore, if the Defense Department does not need Lustron in 
support of augmentation of whatever aircraft production is set up for the 
Navy portion of the Columbia program, then it would seem that the Lustron 
plant, as now constituted, with heavy equipment and machinery already 
installed in it, would be a natural application to defense production of 
critical light-tank production and critical defense-housing production, as 
stated, I am quite willing and able to operate Lustron for these purposes. 

These alternate uses should satisfy the requirements for immediate applica- 
tion of the Lustron plant to defense production with maximum economy in time 
and expense, particularly since the greater part of the heavy equipment required 
for the above type pieces of production is already installed and conversion 
simplified, thus insuring production with minimum delay. 
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It is apparent that any other type of production in this plant would necessitate 
a complete rebuilding program, as I have previously suggested, with great loss 
of time and use of specialized equipment there. Such a rebuilding program would 
cost more than it would cost to build a complete new facility. There is nothing 
to be gained by using this facility for that which it was designed. 

Finally, I will be agreeable to taking the Lustron plant and operating under 
whatever national-security clause the Defense Department desires, and, as stated 
in my earlier correspondence, I am prepared to purchase the title to the plant 
and settle with other outside creditors in order to expedite utilization of the 
Lustron plant for defense-production purposes. 

Very truly yours, 
ARTHUR H. PADULA. 

Copies sent to: 

Hon. A. S. Alexander, Under Secretary of the Army. 

Hon. Eugene N. Zuckert, Assistant Secretary of the Air Force. 
Hon. John T. Koehler, Assistant Secretary of the Navy. 

Mr. Jess Larson, Administrator, General Services Administration. 


RECONSTRUCTION FINANCE CORPORATION, 
Washington 25, D. C., October 6, 1950. 
Mr. ArtHuR H. Papwuta, 
200 Mount Vernon Place, Newark, N. J. 


DEAR Mr. Paputa: Receipt is acknowledged of your letter of October 2, 1950, 


in further response to Mr. Dodds’ letter of August 24, 1950, requesting a state- 
ment of your contemplated use of the Columbus, Ohio, plant formerly occupied 
by Lustron Corp., in event you or your clients or associates should acquire the 
same, 
Very truly yours, 
RicHarD C, Dyas, 
Chief, Housing Branch, Office of Loans. 


Senator Sparkman. Mr. Montagno, will you come forward, please ? 


STATEMENT OF ANTONIO MONTAGNO, ENGINEER, LUSTRON CORP., 
COLUMBUS, OHIO 


Mr. Monrracno. All I have to say is that the plant is available and 

sady to produce in 30 days. The facilities in the plant are ready to 
operate in case the reorganization plan goes through. I am the 
former engineer that installed the equipment in the plant, and was 
in charge throughout the Lustron program. 

Senator SparkMANn. Do you believe it is feasible for the equipment 
to be moved out of here and pli aced somewhere else without serious 
impairment / 

Mr. Montaeno. Seventy-five percent of the equipment would be 
completely destroyed, and you might as well start from scratch and 
buy new equipment. 

Senator SpAaRKMAN. How long do you believe it would take to clear 
the buildings? 

Mr. Monracno. I would say 6 months, at a minimum. 

Senator Sparkman. Are there any other questions ? 

Senator Carenarr. No. 

Senator Frear. = 

Senator Sparkman. Thank you very mue h. 

Mr. Gallant, will you come up, please ! 

I would like to ask you this question, because it has been running 
through all our minds: 
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STATEMENT OF C. J. GALLANT, MANAGER, NORTH AMERICAN 
AVIATION CORP., COLUMBUS PLANT, COLUMBUS, OHIO 


Mr. Gatiant. I shall be pleased to give you whatever information 
I can, Senator. 

Senator SparKMAN. In your opinion, to what extent could the 
equipment in these plants be utilized, first, by North American? How 
much of it would you use ¢ 

Mr. Gatuant. I would like to break it down this way, Senator: 

We figure that the listing of equipment totals approximately $12 
million, of which approximately $5.5 million is what we call unique 
to the operation. That is dies, and that kind of thing, special han- 
dling equipment, and so forth. Of the $6.5 remaining, we feel that 
for general aircraft purposes, approximé tle *y 90 percent of that equip- 
ment can be used. Of the approximately $5 million, North American 
can use about $2 million of that equipment. 

Senator SparKMAN. Now, let me see if I get the figures correctly: 

Now, North American, if operating this plant, could use approxi- 
mately $2 million worth of the equipment / 

Mr. Gatuant. That’s right. 

Senator Sparkman. And about how much more would be usable in 
aircraft generally ¢ 

Mr. Gatiant. Well, to repeat, of the $6.5 million, which are not 
unique to the production of houses, general aircraft use of that equip- 
ment is approximately 90 percent. Of th: at 90 percent, which is rough- 
ly $5 million, North American can use $2 million worth. 

Senator SparkMAN. When you spe ik of that which is not peculiarly 
adapted to housing, you have reference to the presses? 

Mr. Gatuianr. I am excluding all of the special purpose handling 
equipment, all of the special dies, tools, and fixtures, that kind of thing, 
and our considered estimate of that is $5.5 million of the total. 

Senator SparKMAN. Any questions ? 

Senator CareHart. Mr. Montagno, you were going to give me the 
figures of all that was standard equipment and what was special. 

It cost you $15 millinon ? 

Mr. Monraeno. That is right. 

Senator Carenarr. How much did the standard machinery cost 
vou ¢ 

Mr. Monragno. All we can call standard would be our press equip- 
ment, and that involves something in the neighborhood of $3.5 million. 

Senator Carenart. Then all the other equipment here, in your mind, 
would be special ¢ 

Mr. Monracno. That’s right. You couldn't get reclaim value out 
of the rest of the equipment. 

Senator Carenarr. Could you give us a complete break-down of 
each piece of machinery here and classify it as special within the next 
5 or 4 days? 

Mr. Monvracno. It can be done, but Lustron has a breakdown of the 
complete list. 

Senator Carenart. Is it — down the way I want it? 

Mr. Monraeno. That’s right; it has been done. 

Senator SpARKMAN. I want Someta my regrets and the regrets of 
the committee for having to hurry. We did not come here for the pur- 
pose of holding hearings. We came more for the purpose of seeing 
the property, seeing some of the people, but we decided, while we were 
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here, to hold these limited hearings. They are not intended to be 
complete or adequate. We want you to understand that. We would 
have stayed longer and hear many more of you, had it not been for the 
weather closing in. The people who are responsible for getting us 
back to Washington tell us we must take off at 3:30 in order to be 
able to get back, 

We appreciate the interest manifested by the people here. We want 
you to know that we are interested in getting housing; we are inter- 
ested in getting planes; we are inte? ‘ested in doing whatever is the 
best for the defense program of the United States. 

We will go back to Washington. It will be our purpose to hold 
at least one more meeting after we get back there, at which time we 
can go into some of these problems a little more closely and a little less 
hurriedly. Then it will be our purpose to make a recommendation 
to the proper oflice relating to this plant. 

We shall include in the record several statements from interested 
persons that we have not had time to read aloud here. 

(The material referred to is as follows:) 

YOUNGSTOWN, Onto, February 11, 1951. 
Senator SPARKMAN, 
Lustron Corp., Columbus, Ohio. 

DEAR Str: Hear —— going to be in Columbus on Tuesday. Please don’t let 
’em sell Lustron to the Navy. We got ‘em here, fine houses, cost $5,600 at factory, 
by now all bugs should be out of manufacture and shipping. It’s fantastic that 
the Government would scrap this set-up in the housing shortage we have now 

This is a natural for Uncle Sam; don’t let ‘em sell us down the river 

Respectfully, 
R. V. THOMAS. 


CotumMesus 9, Onto, February 7, 1951 
Hon. B. R. MAYBANK, 
United States Senate, Washington, D. C. 
DEAR SENATOR MAYBANK: According to recent newspaper articles, consideration 
is being given to reopening the Lustron plant for production of military housing 





I think this is a very commendable idea, because these porcelain enamel houses 
would do much to improve and keep up the morale of our Armed Forces 

I was in the Navy Construction Battalion (Seabees) during the past war, and 
Was on quite a number of Army camps and Navy bases, both domestic and for 
eign; none of these camps or bases had housing that would be as satisfactory 
or as economical as these Lustron houses. They are permanent, practical, very 
sanitary and so well insulated that they are cool in summer and very easily 
heated in winter. One of the main advantages is that there is very little, if any, 
maintenance cost. 

Incidentally, in back of the Lustron plant is a long, 1 ro " n-enamel 
building that was apparently erected as a warehouse. It would seem that this 
building would make ideal barracks, base hospita nd mess h: clean, sal 
tary, fireproof, durable, and pleasant with no maintennnce cost 

In case there is a move toward decentral n of large camps (wl ( 
atomic bomb might kill 50,000 to 100,000 trained soldiers) it would seem ver 
practical to build up the new, smaller camps of permanent porce 
barracks These barracks could be left standing fier the present crisis and 
used for war-material storage, A great many ifems ¢ 1 be stored instea f 
be ng ade stroved or sold off at a few cents on the d ‘ = hn Ww 
miuterial (instead of destruction) would keep Amer perpetually prepared, 
thereby discouraging other nations from possible acts of agg 
it would seem, would be worthy of vour most seriou msider 

{ was recently in the Lustron plant, which, as you may 
equipped with much special machinery to produce porcelain- mel buildings 
It seems it would be very wasteful to destroy this well signed manufacturing 
plant. 


Very respectfully yours, 
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Cotumstvs, Onto, February 13, 19517. 

DrAaR Mr. McMurray: The writer of this letter is present in the audience 
today. 

He was the senior vice president of Lustron Corp. from December 1918 to 
September 1919, having complete responsibility for operations in all depart- 
ments—design, production, and sales. He worked under the immediate direction 
of Mr. Strandlund, with everyone else in the organization under his jurisdiction. 

Under these circumstances, and being an operating man for a long time, he 
can probably contribute something of value to the present discussion. He has 
ne private interest in the matter whatever, has no association with Mr. Strand- 
lund or any other group who may be interested in the operation of Lustron as 
a home-building plant. 

He does know machines, plants, the Lustron home as a product, and the 
feasibility of changing this plant over to plane manufacture or modification, 
using whatever equipment is here, if possible—also, the feasibility of moving 
the present equipment elsewhere, whether to manufacture Lustron homes or other 
products. 

If the committee is interested, he would be glad to answer any questions on the 
plant or product, without being at all anxious to do so. 

Respectfully, 
Jor TUCKER. 

(The following telegram was referred to the Senate Banking and 
Currency Committee on February 9, 1951, by Senator Douglas :) 


FEBRUARY 7, 1951. 
Senator Paut H. DovG.as, 


Senate Office Building, Washington, D. C.: 


We have read of the discussion over the question of turning the old Lustron 
plant back to airplane production and of the opposition that has developed over 
the contemplated transfer. We would like to voice our feelings in the matter 
and to present for your consideration some undisputed facts which we feel should 
be used as a guide in the final decision on EZA matter. Lustron has already 
dissipated over $30 million in public funds, the exact figure still being an un- 
answered question. 

The experiment in steel housing of this type was a failure. The material 
used is of the most critical type, while our prefabrication uses wood and wood 
products which are in much less critical supply. Manpower is probably the 
Nation’s most critical resource, and our construction utilizes only a fraction 
of the manpower required to build and erect a steel house such as was designed 
and built by Lustron. The statement has been made that Lustron could provide 
housing for oversea shipment at a cost of $25 per square foot. Our houses are 
sold completely erected for as low as $8 per square foot. 

As the Nation’s largest producer of prefabricated homes, our capacity in our 
Lafayette, Ind., and Elmira, N. Y., plants alone will provide for shipment of 
42,000 houses per year of the type currently being produced. The prefabricated- 
housing industry produced 55,000 units during 1950 and has a capacity of 150,000 
units without any further expansion. If given 90 days, the industry could pro- 
vide the capacity for shipment of 450,000 units a year if it were spread evenly 
throughout the period. Eighty-five percent of all prefabricated houses sold in 
1950 were sold complete with land and all improvements for less than $9,000. 

The existing capacity is ready to undertake the task immediately. The in- 
dustry has the machines and the buildings to start producing today and not 6 
months hence, after the expenditure of additional large sums of public funds and 
critical strategic materials. The industry has efficient organizations not en- 
gaged in the prefabricated housing business. 

In summary, we have the organization, manpower, and productive capacity 
to meet any existing or contemplated housing demands, either private or public. 
We can meet these demands now and not use critical strategic materials. We 
feel that, if due consideration is given to the hard, cold facts of the situation, the 
existing Lustron plant will be turned over to direct defense production, and that 
the task of producing housing will be turned over to those existing organizations 
Which have proven their ability to produce quality housing at a low cost and 
still make a legitimate and reasonable profit, without the use of public funds. 
We feel that this is the American way. 

JAMES R. PrRIcr, 
President, National Homes Corporation, Lafayette, Ind. 
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Senator SPARKMAN. Thank you very much. 

(Whereupon, at 3:15 p. m., the hearing was recessed subject to 
call.) 

(The following were later received for insertion in the record :) 


Hon. JOHN SPARKMAN, 
United States Senate, 
Washington, D. C. 

DEAR SENATOR SPARKMAN: Reference is made to your letter of February 16, 
1951, in which you request certain factual information in response to several 
questions, to assist your subcommittee in determining the most advantageous use 
for national defense purposes of the Columbus, Ohio, plant formerly occupied by 
Lustron Corp. and now owned by this agency. 

For convenient reference, each of your questions is hereinafter repeated and 
italicized, with our response immediately following: 

1. What was the total cost of (a) acquiring the land and (b) erecting the 
buildings comprising the plant as it was used for airplane assembly during World 
War II? 


The cost of the land was S56,895 


57. The cost of utilities and other land im 
provements for this site and the adjoining site (which is owned by the city of 
Columbus and leased to the Government) was $119,379. The cost of erecting tl 


Lilign e 


buildings on the site by REC, which comprise approximately 1,000,000 square 
feet of space, was $6,730,000. The land and buildings represent surplus property 


of the Government and were leased to Lustron Corp. by the predecessor of 
General Services Administration at annual rental of $432,000 
2. What was the total cost of outfitting and equipping the propert for use 


as a prefabricated-housing plant? What is your estimate of the net salvage 


palue which might be recovered in event of restoration of the property to it 
condition as an airplane-assembly plant, involving removal and sale of machinery 
and equipment, leasehold betterments, etc., but exclusive of the cost of neu 
equipment for airplane-assembly purposes? Giving effect to a runts loaned 
to Lustron Corp., what is your estimate of the total loss to the Government in 
event of conversion of the property for the purpose of airplane assembl ;? 

The total cost of outfitting and equipping the property for use as a prefa 
ricated-housing plant was $14,363,817, which cost was financed by loans to 
Imstron Corp. The machinery, equipment, ete., has been purchased by : 
corporation at foreclosure sal With respect to the ne vage value in event 
of removal and sale of machinery and equipment and re ration of the prop 
erty to its original condition, there is attached copy of letter dated Feb ry 23 
1951, from the Duffy Construction Corp., of New York, which is the concern 
employed by the Reconstruction Finance Corporation u r contract to protect 
and maintain the property. In this letter, the Duffy Construction Corp. esti 
mates the cost of dismantling, removing, and storir equipment at $900,000 
and of restoring the buildings at $150,000 to $260,000. Deducting these costs 
from our own estimate of the market value of salvageabl ems d 
estimate the net salvage value of machinery and equipment at 1 I ¢ I 


$2,000, 000. 
The total loans to Lustron Corp. amounted to S37 1.000 gainst whic 


the sum of $1,019,601.99 has been paid. Since this sum of $1,019,601.99 re pl 





sents lease rental paid by Lustron Corp. to tl pred . Genera! > 
Administration, and assigned to RFC as cash collatera! r if in 
it cannot be considered as a reduction of the Gove rie S | 
there 5 expe ted to be no appre inble re tion f ft » Governme \ 
ment from the general assets of the Lustron bankrupt ite, after charging 
expenses of the property, receivership, ete., since 1] ite of entry of j 
on the Lustron loans Accordingly, after deduction of the $2,000,000 f T7 
value of machinery and equipment, it would appear tl ‘ a 
Government in event of conversion of the property for 
assembly would amount to approximately $ 

8. What is the estimated replacement cost of the ? j t ‘ é 
used for airplane assembly during World War I/?) W ( tod thane 
irhich would he reauired for construction? What is ft ted time hiel 
would be re quired for conversion of the pro} f f j g ) 


assembly plant? 
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By reference to the attached letter of Duffy Construction Corp., it will appear 
that the estimated replacement cost of the buildings is approximately $12,000,000, 
and that the estimated construction time on the basis of a normal workweek is 
% to 10 months. By reference to such letter, it will also appear that the 
estimated time for dismantling and removing machinery and equipment from 
the present buildings in such manner as to preserve salvage value and on the 
basis of a normal workweek is 8 to 9 months. Adding to this period the addi- 
tional time required for repair and restoration of the present building, it will 
appear that new buildings may be erected, or the present buildings converted, 
within virtually the same time estimate. The estimated time required for 
either operation may be reduced to approximately 6 months through additional 
shifts or extension of the normal workweek, assuming availability of labor and 
materials. 

4. Is there sufficient space available on the site occupied by the Lustron build- 
ings and on adjoining sites, and is it otherwise practicable, for the construction 
of airplane-assembly buildings, of the approximate size of the Lustron buildings, 
to supplement the facilities now occupied by North American Aviation Corp.? 
Have any discussions or negotiations been held between the Reconstruction 
Finance Corporation, Lustron Corp., the Navy Department, or others regarding 
the practicability of constructing such buildings? 

By reference to a plat of the sites occupied by the Lustron buildings and the 
buildings to the east which are operated by North American Aviation Corp., 
and after eliminating from such sites a strip of land along the northern extremi- 
ties thereof which has been requested for future expansion of the Columbus 
airport, there appears to be ample space for constructing new buildings of the 
exact dimensions of the Lustron buildings. The nearest point of such new 
buildings to the center line of any airport runway or extension thereof may be 
more than 1,100 feet, and it does not appear that such buildings would violate 
any of the “criteria for determining obstructions to air navigation,” promulgated 
as TSO-N1S8 by the Administrator of Civil Aeronautics. There appears to be 
sufficient space for access to such new buildings and parking space in connection 
therewith, through the area between the present Lustron buildings and the 
huildings occupied by North American Aviation Corp. In addition, there appears 
to be vacant land available for parking across Fifth Avenue to the south of the 
present buildings. 

This corporation has conducted no discussions or negotiations with Government 
agencies or others regarding the practicability of constructing new buildings, 
excepting an informal conference with representatives of the Civil Aeronautics 
Administration in connection with the preparation of this letter. We understand 
that some such discussions were held between Lustron Corp. and the Navy 
Department sometime ago relative to the availability of a portion of the Lustron 
site, which was then under lease to Lustron Corp., for the construction of new 
buildings by the Navy Department. Since this lease has been terminated, and 
the Lustron property is owned by the Government, any necessary portion thereof 
is now available for the construction of such buildings. 

5. If the Government should determine that the Lustron plant facilities are 
useful for the swift and economical production of houses, barracks, dormitories, 
etc., needed for defense purposes, and that the steel and other materials necessary 
for the production of such items should be made available, 

(a) Could the plant he leased to private enterprise for the production of 
such items without financial assistance or subsidization of any kind by the 
Government? 

There is attached copy of our letter dated January 5, 1951, to the Director of 
Defense Mobilization, which states in part: 

“Since the Lustron loans had been reduced to judgment, the same were not 
transferred to HHFA but were retained by RFC for administration. However, 
at a special meeting on the subject before a subcommittee of the Senate Com- 
mittee on Banking and Currency, this corporation assured the subcommittee of 
its intention to develop a plan for disposing of the former Lustron property for 
prefabricated-housing purposes, and HHFA assured the subcommittee of its 
willingness to cooperate in the undertaking and to serve as disposal agency for 
the property thereafter. It was suggested that, in this way, the objective of 
Plan No, 23, insofar as the same pertained to the former Lustron property, would 
be realized. 

“Our efforts made pursuant to those assurances have demonstrated that we 
will be able to lease the plant and facilities to any of several established and 
successful manufacturers of prefabricated houses upon terms which not only 





| Mii. 
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would implement the Government’s policy of supporting the prefabricated-housing 


I 
industry for national defense but also would provide to the Government the 
opportunity of recovering its unpaid loans to Lustron Corp., which greatly exceed 
the market value of the plant and facilities. The machinery and equipment has 
negligible usefulness or value on a salvage basis. * * Such a tenant also 
would be expected to operate with its own capital and without financial assistance 
of any kind from the Government.” 

(hb) Would such an operator necessarily pre duce steel-enamel houses, etc., of 
the type produce d by Lustron Corp.? What is the minvnum amount and quality 
of steel which might be required for a two-bedroom house of approxrimately v0 
square feet without sacrificing plant efficiency? Would the cost of any additional 
equipment required for processing materials other th steel | horne | the 
tenant operator? 

Our letter of January 5, 1951, to the Director of Defense Mobilization, above 
referred to, states in part: 

“Such a prefabricated-housing tenant would not be expected to undertake the 
continued production of the same house produced by Lustron Corp., partly because 
of the limited market for a house in the Lustron pri ange 


lh at 


oe % 
nart 


~ pratt ie 
eause of the extreme use of critical materials involved. It is to be expected that 


such a tenant would use the plant and its highly modern and efficient facilities to 
produce housing, barracks, dormitories, ete., of the types, designs, and materials 
required for national defense. Such a tenant also would be expected to operate 
With its own capital and without financial assistance of any kind fro 
Government.” 

The minimum amount and quality of steel which might be required for a two- 
bedroom house of approximately SOO square feet without sacrificing plant effi- 


if 


from the 


ciency is approximately 3 tons in excess of the 144 tons incorporated in similar 


prefabricated or conventional houses of plywood or other such construction for 


connectors, heating, plumbing, etc. Such 3 tons would be common sheet steel 
and would be used primarily for exterior panels, gables, framing, and ceiling. 
Roofing, flooring, walls, etc., would be of conventional materials. Five hundred 
to 600 combined factory and on-site man-hours required for the construction of 
Similar prefabricated houses to 800 to 400 man-hours, approximately half of 


which is common labor. The cost of any additional equipment required for 
processing materials other than steel would be borne by the tenant operator 





(c) What is the estimated annual productive capacit f the plant for the pro- 
duction of such house s? What is the estimated p? ee and pro} t p house? 
Based upon maximum production and sales, how much annual net rental could 


the Government realize toward reduction of its investment in the plant and ma- 
chine ry? 

The estimated annual productive capacity of the plant for the production of 
such houses is approximately 100 per day, or 24,000 per year, on a three-shift 


basis, which would involve the use of some 72,000 tons of steel in excess of the 
normal steel requirements of similar houses. ‘The estin d price of such a 
house to the eventual purchaser, including the site, is approximately $7,600. 
The estimated f. 0. b. factory price is approximately $35,200, which includes a 


factory profit, before income taxes, of approximately $480. Based upon max- 
imum production and sales, a rental based upon 50 percent of net profits after 
income taxes would produce annual rental of approximately $2,880,000 to the 
Government toward reduction of its investment in the plant and machinery. 
Adding income taxes, the annual reduction of the Government's investment would 
ammount to approximately $8,500,000 

We will be happy to furnish your subcommittee such additional data and 
Information as may be desired. 

Very truly yours, 


Mr. R. E. Burton, 
Chief Engineer, RFC, Washington, D.C 


DEAR Sir: AS per your request we are submitting herewith estimates covering 
the removal of equipment, the erection of buildings at the f the Lustron 


plant, Columbus, Ohio 


It is to be understood that the following estimates are based upon our general 
knowledge of the facilities and the property, and esti tes were nD irrived 
at by an analysis of the cost of materials, lal , or fro pecificati s of ma 


chi ery proce ePSSiNng 
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BUDGET ESTIMATES 


(a) Removal of all equipment to storage outside of the Lustron property. 
Estimated cost, $900,000. 

(b) Time required to remove the equipment: 

1. Normal workweek, 8 to 9 months. 
2. On overtime basis, 5 to 6 months. 

(c) Revamp all floors to match present main floor grades, including filling in 
of all pits, refinishing of all concrete floors, removing foundations above the 
present floor level. Budget estimate for the above work, $260,000. 

Budget estimate if utilities are included, $150,000. 

(d) Construct a new building of the same type as Lustron buildings with a floor 
area of approximately 1,000,000 square feet, budget estimate, $12,000,000. 

1. Time required to construct building providing proper priorities can be 
obtained and on the basis of a normal workweek will be 9 to 10 months. 

(e) We are unable to make an offer on all the removable facilities at this time. 

(f) Our estimate to restore floors to their original specifications is 75 cents per 
square foot. 

We trust that the information submitted herein is what you require, and if this 
work should go ahead that we would be given favorable consideration, and because 
of our knowledge of the present facilities, having had charge of their maintenance 
the past several months, we believe that we are in position to develop a mutually 
satisfactory working agreement. 

Respectfully submitted. 

DuFFY CONSTRUCTION CORP., 
By E. J. Durry, Treasurer, 


DEPARTMENT OF THE NaAvy, 
BUREAU OF AERONAUTICS, 
Washington 25, D. C., February 28, 1951. 
Hon. JoHN SPARKMAN, 


United States Senate, Washington, D.C. 

Drar SENATOR SPARKMAN: This letter is in response to Your request that the 
Department of the Navy comment upon the answers contained in Reconstruction 
Finance Corporation's reply to your letter of February 16, 1951, requesting infor- 
mation concerning the former Lustron Corp. plant at Columbus, Ohio. For your 
convenience the questions as set out in Mr. Harber’s letter of February 26, 1951, 
are hereinafter repeated with the comments of the Navy directed both to the 
guestions and to the answers supplied by Reconstruction Finance Corporation. 

“1. What was the total cost of (a) acquiring the land and (b) erecting the 
buildings comprising the plant as it was used for airplane assembly during World 
War II?’ 

Information supplied by the Reconstruction Finance Corporation is substanti- 


vy correct. 
‘ 


2. What was the total cost of outfitting and equipping the property for use 
) 


as a prefabricated housing plant? What is your estimate of the net salvage 
value which might be recovered in event of restoration of the property to its 
condition as an airplane assembly plant, involving removal and sale of machinery 
and equipment, leasehold betterments, etc., but exclusive of the cost of new 
equipment for airplane-assembly purposes? Giving effect to amounts loaned to 


Lustron Corp., what is your estimate of the total loss to the Government in event 
of conversion of the property for the purpose of airplane assembly?” 

The Reconstruction Finance Corporation is best qualified to state the total 
cost of outfitting and equipping the property for use as a prefabricated housing 
plant. The Reconstruction Finance Corporation’s reply to the second part of 
question No. 2 is based upon the premise that all of the machinery and equip- 
ment presently located in the plant will be removed and disposed of at salvage 
prices. The testimony of the Navy representatives and of the general manager 
of the Columbus division of North American Aviation, Inc., at the hearing held 
by your subcommittee at Columbus, Ohio, on February 13, 1951, clearly indicated 
that a substantial portion of the machinery and equipment could and would 
be used by North American in the production of aircraft in the former Lustron 
plant, and that an even larger portion of the equipment could be used in the 
total Air Force and Navy aircraft production program. 

Reconstruction Finance Corporation’s estimate of $35,500,000, as the total loss 


to the Government in the event of conversion of the property for the purpose 
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of airplane assembly, is based on a fallacy. The money which RFC has put into 


the Lustron housing project has already been lost. Lustron Corp. is in bank- 
ruptey, and the Government now owns the plant, machinery, and equipment. 
The Navy has a specific use for the plant, and for a substantial portion of the 
machinery and equipment in the defense program. The alternative suggestion 
of the Reconstruction Finance Corporation seems to be based on the hope that 
the Government can recoup a loss previously sustained by entering upon a new 
business venture with a housing manufacturer on a participation of profits basis, 

“3. What is the estimated replacement cost of the buildings as the 
used for airplane assembly during World War Il? What is the imated time 
which would be required for construction? What is the estimated time which 
would be required for conversion of the property to its original condition as an 
assembly plant?” 


The Navy engineers have studied this problem carefully They 


i Yo 


Same were 


est 


estimate 
the replacement cost of the Lustron buildings at $16.000,000, as opposed to ft 
I py 


e 
$12,000,000 figure furnished by the Reconstruction Finance Corporation. The 
Navy engineers estimate the time required for construction of new buildings as 
15 months. With respect to the time required for conversion of the plant, it is 
estimated that some use could be made of the buildings within 5 days from date 


of entry, and that the buildings may be entirely cleared of the Lustron equipment 
within 8 to 4 months. 

“4. Is there sufficient space available on the site occupied by the Lustron 
buildings and on adjoining sites, and is it otherwise practic 


i . r lt’ tis ut 
tion of airplane assembly buildings, of the approximate size of the Lustron 
buildings, to supplement the facilities now occupied by North American Aviation 
Corp.? Have any discussions or negotiations been held between the Reconstru 
tion Finance Corporation, Lustron Corp., the Navy Department, or others regard 


ing the practicability of constructing such buildings?’ 
While it may be true that there is sufficient space available 


the vicinity for 
the construction of a building or buildings substant 


illy similar to the Lustron 
buildings, it was pointed out to your subcommittee during the Columbus hearing 
that the erection of a new building would not permit the fullest and best utiliza 
tion of the space, would interfere with orderly production, assembly, and testing, 


and would materially reduce the number of aircraft which could be produced 
at this plant. It would also present the problem of obtaining additional utility 
service, such as water, sewage disposal, electricity, and fortl 


1? 


1, all of which 
available for an 


il SO) 
are available to the present plant, but may not be readily 
additional installation. 

Although no discussions or negotiations have been held between RFC, Lustron 
and the Navy regarding the practicability of constructing additional buildings 
on Government-owned property at Port Columbus Airport, the Department of 
the Navy has just completed a thorough study of the matter, and 
the conclusions expressed in the previous paragraph. 

The points raised in question No, 5 are matters related solely to housing, and 


are not matters upon which the Department of the Navy should properly comment. 


A. M. PRIDE 


has come Lo 


Marcu 7, 1951 
lfon. CHARLES E. WILSON, 


Director, Office of Defense Mobilization, 
Washington, D.C. 

DrAarR Mr. WiLson: As you know, the Subcommittee on Housing of the Senate 
Banking and Currency Committee is very much concerned with the critical prob- 
lem of providing the thousands of housing units urgently required both for mili- 
tary and civilian occupancy in the national defense. This concern has increased 
as the immediate need for marshaling the Nation’s building resources has been 
developed in the committee’s hearings on the pending defense housing bill. 

In the face of this critical problem the subcommittee has become concerned 
with the ruling made on January 31, 1951, by the Defense Production Administra- 
tion to the effect that the Government-owned prefabricated housing plant and 
facilities located in Columbus, Ohio, should be conveyed to the jurisdiction of the 
Navy Department and converted for use as an assembly plant in conjunction with 
adjoining Government-owned aircraft facilities now used by North American 
Aviation Corp. 

It is our understanding that this ruling was made in response to a request 


«A 


made to you by the Reconstruction Finance Corporation on January 5, 1951, for 
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your decision as to the most advantageous use which might be made of the hous- 
ing plant tor the defense program, but that in making its ruling the Defense 
Production Administration gave little or no consideration to defense housing 
needs or to the pra ..cability of supplementing and increasing the North Ameri- 
can facilities by meus other than the conversion of the housing plant. We have 
unsuccessfully aitempted to induce the Defense Production Administration to 
consider alternative means. 

In the matter of an outright choice of uses for the plant, assuming the existence 
of no practicable alternatives, the subcommittee is not disposed to interfere with 
the discretion and judgment of the appropriate agencies of the Government 
charged with administration of the defense program. ‘The subcommittee does 
insist, however, that one important function of the defense program should not 
be sacrificed or impaired in favor of another, when the opportunity exists to 
further both. The subcommittee believes, on the basis of evidence it has de- 
veloped, that the practicability of supplementing the North American facilities 
by means other than the conversion of the prefabricated housing plant warrants 
your personal consideration. 

Since the issuance of the ruling by the Defense Production Administration, 
the subcommittee has energetically given its consideration to a constructive 
solution, despite the press of other urgent business related to the national 
defense. On February 13, members of the subcommittee traveled to Columbus 
and inspected the plant, taking testimony at that time bearing upon the physical 
factors involved. On February 16, we addressed a letter to the Recoustruction 
Finance Corporation requesting pertinent data and information, and received 
its response on February 26. On the same day, we met in Closed session with 
representatives of the Navy Department and on February 25 received the Navy's 
comments 

I am enclosing copies of the letters received from the Reconstruction Finance 
Corporation and Navy Department in response to our request for information, 
from which it will appear 

1. That ample space exists on the sites of the housing plant and aircraft plant 
for the construction of necessary additions to the aircraft plant, and without 
violation of any of the regulations of the Civil Aeronautics Authority governing 
the construction of buildings in the vicinity of airports; 

2. That such additions may be constructed within virtually the same time 
which would be required for conversion of the housing plant, if the machinery 
and equipment of the housing plant is to be dismantled and removed in such 
manner as to preserve its salvage value; 

3. That the cost of constructing such additions will be less than the loss which 
would be incurred by the Government if the machinery and equipment of the 
housing plant is to be removed ; 

4. That the housing plant is capable of the production of 100 houses per day, 
or 24,000 per year, and barracks, dormitories, etc., as specified by the Govern- 
ment, of such design as to require the use of not more than 75,000 tons of common 
sheet steel per year, to cost not more than $3,200 at the factory, and to reduce 
manpower requirements to not more than 400 hours per house ; 

5. That competitive bidding under the laws and regulations governing the 
disposal of surplus property is expected to produce an experienced tenant which 
would operate the housing plant on its own capital and pay to the Government 
as rental an amount which eventually could amortize the Government’s invest- 
ment of some $35,000,000 in the plant, which will be lost in event of conversion 
of the plant for aircraft assembly. 

In addition, it appears that the existing facilities of the aircraft plant are 
sufficient for the time required to construct additional space. It is generally 
known that at the peak of production in World War ITI the aircraft plant em- 
ployed some 25,000 to 30,000 people and that at the present some 10 percent of 
this number is employed. It is also generally known that the existing facilities 
are sufficient for all elements of plane production, including assembly, and that 
additional assembly space will be needed only when production schedules absorb 
existing capacity in late 1952, and it has been observed that a shortage of local 
housing may be a serious deterrent to obtaining the manpower required for 
operation of the aircraft facilities at peak production. 

It is realized, of course, that the conversion of the housing plant would pro- 
vide a convenient means of supplementing the adjoining aircraft plant. It is 
perhaps true that some parts of the housing plant could be used for storage 
and other incidental purposes in conjunction with aircraft production almost 
immediately and while the balance of the plant is in process of conversion for 
its eventual intended use. It is also perhaps true that some of the special housing 


wean. 
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machinery and equipment on hand could be adapted for use in the aircraft pro- 
duction program if its value could not be more advantageously salvaged other- 
wise. But there has been no showing that any part of the housing plant must 
be used immediately or that any part of the machinery and equipment is indis- 
pensable for the maintenance of aircraft production schedules. 

On the other hand, the subcommittee is impressed with the necessity of im- 
mediate housing production and with the advice of the Reconstruction Finance 
Corporation that upon a determination by the Government to employ the housing 
plant for this purpose the property could be leased to any of several established 
and successful prefabricated housing manufacturers for operation on its own 
capital and without financial assistance of any kind by the Government. Such 
a determination, of course, would include the finding that some amounts of steel 
and other critical materials may be used in the defense housing program, but 
it is our understanding that the general shortage of labor-saving materials such 
as plywood, gypsum products, ete., coupled with the shortage of manpower, 
eventually must lead to the use of some metals to greater or lesser extent in 
defense housing necessary for the national security. 

On the basis of the foregoing, the subcommittee is strongly of the opinion 
that this prefabricated housing plant should be preserved as a national asset in 
the absence of incontrovertible and overriding considerations requiring its 
destruction. The subcommittee requests that you give your personal considera- 
tion to the advancement, if possible, of both the aircraft and housing functions 
of the defense program by the means suggested in this letter, and without prime 
regard to the mere convenience of either of such functions. 

Very sincerely, 
JOHN SPARKMAN, 
Chairman, Subcommittee on Housing and Rents. 


OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., March 13, 1951. 
Hon. JOHN SPARKMAN, 
Chairman, Subcommittee on Housing and Rents, 
Committee on Banking and Currency, United States Senate, 
Washington, D. C. 

My DrAr SENATOR SPARKMAN: I have your letter of March 7, 1951, in which 
you express the concern of the Subcommittee on Housing and Rents of the Com 
mittee on Banking and Currency with respect to the Defense Production Admin- 
istration’s recent decision that the Government-owned plant and facilities located 
in Columbus, Ohio, and formerly occupied by the Lustron Corp., be transferred 
to the Department of the Navy for use in the production of aircraft. 

As Director of the Office of Defense Mobilization, it has been my policy, insofar 
as possible, to call upon the various Government agencies to make the decisions 
and carry out the programs in the fields in which they have primary respon- 
sibility. This procedure permits us to take full advantage of experienced per- 
sonnel and at the same time necessitates a minimum of supervision by the 
Office of Defense Mobilization. I am sure you will agree that the objectives of 
the mobilization program can be more effectively accomplished in this manner. 

Insofar as the disposition of the Lustron plant is concerned, the decision in- 
volved falls within the authority of the Defense Production Administration as 
set forth in Executive Order 10200. In arriving at this decision, all relevant 
factors were carefully considered by that agency in the context of the over-all 
mobilization effort. The technical features of the facilities in question, the time 
necessary to convert to aircraft production, the feasibility of acquiring or build- 
ing other alternative facilities, and the financial costs involved were thoroughly 
studied. The plant’s housing production capabilities were weighed against its 
aircraft production potential and the requirements of both were examined within 
the framework of the defense timetable. Consideration was also given to the 
steel shortage and the amount of this critical material which would be required 
if the plant were utilized for prefabricated housing. 

The decision of the Defense Production Administration has my complete con- 
currence. As I indicated when testifying before the Joint Committee on Defense 
Production, in my opinion, it is necessary to use these facilities for aircraft 
production in order to meet the pressing demands of the armed services for air- 
craft. I pointed out that construction of a plant of the type necessary for air- 
craft prodvetion would not only entail a substantial financial outlay but would 
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also require the use of scarce materials and would take a considerable amount of 
valuable time. In the light of the immediate need for increased aircraft produc- 
tion, the capacity of this particular facility, the speed with which it can be placed 
into aircraft production, and the priority of military aircraft over defense 
housing in present mobilization plans, I believe that the decision of the Defense 
Production Administration could not have been otherwise. 

I am greatly impressed with the care and thoroughness with which your sub- 
committee has gone into the problem of the plant’s maximum usefulness to the 
defense program. I am sure you will appreciate, however, that very few de- 
cisions which allocate facilities for a particular type of production can be made 
without benefit to some phase of our defense effort and at the expense of other 
phases. We who are charged with the responsibility of making the decisions 
which, in our judgment, are likely to contribute the most to the over-all mobili- 
zation program. 

Sincerely, 


CHARLES E. WILSON. 


SENATE COMMITTEE ON BANKING AND CURRENCY, 
Varch 14, 1951 
Hon. Harry 8S. TRUMAN, 
President of the United States, Key West, Fla.: 

Today received letter from Director of Defense Mobilization declining to con- 
sider plan for utilizing Government-owned facilities in Columbus, Ohio, for 
production both of aircraft and critically needed housing as requested in letter 
dated March 7, 1951, from Senate Subcommittee on Housing and Rents. For 
past 2 years subcommittee has endeavored to place Govenment-owned former 
Lustron plant in constructive use and recover Government’s investment of 
some $35,000,000 without further risk by Governinent and feels that plan sug- 
gested merits serious consideration. Director of Defense Mobilization bases 
action to demolish housing plant entirely upon pro forma support of Defense 
Production Administration, which has not consulted Housing and Home Finance 
Agency and appears unimpressed with critical defense housing shortage. Sub- 
committee requests that you appoint independent, nonpartisan group of three to 
five members comprising engineering and building skills to analyze subcom- 
mittee’s plan and report to you within a week or 10 days and while defense 
housing bill is under consideration by Congress 

JOHN SPARKMAN, 
Chairman, Subcommittee on Housing and Rents, 
Senate Committee on Banking and Currency. 


THE Waite Hovsre, 
Washington, March 27, 1951. 
Hon. JOHN SPARKMAN, 
United States Senate, Washington, D. C. 


My Dear SENATOR SPARKMAN: I have your telegram of March 14 in which 
you suggest that a group of engineers and building experts be appointed to 
analyze the plan of your subcommittee for utilizing the Government-owned plant 
located at Columbus, Ohio, and formerly occupied by the Lustron Corp. 

I have delayed answering your telegram so that I might examine the decision 
to transfer the Lustron facility to the Department of the Navy. I am convinced 
that the decision was arrived at after careful study by all the agencies immedi- 
ately concerned, including the Housing and Home Finance Agency. Further- 
more, in the light of certain classified information furnished to me as to the 
considerations which led to this decision, I have concluded that no other decision 
could have been made under the circumstances. 

As further delay would seriously retard over-all aircraft production schedules 
éstablished by the Joint Chiefs of Staff, immediate steps must be taken to 
effectuate this transfer. 

Very sincerely yours, 
Harry S. TRUMAN, 





